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THE LESSON OF ITALY 


BY MAX ASCOLI 


I 


I. STARTED on July 25, 1943, the day Mussolini fell. The 
strangest thing about the event of that day is that nobody in 
the Allied camp seemed ready to cope with it. It was hailed 
as a victory, with an elation strangely mixed with apprehension. 
The reactions of the OWI and the reactions to those reactions 
were perfectly representative. 

It was a great sight to see one of the three bad men of the 
world collapsing like a rag puppet. But fascism, the old trick- 
ster, had found all of us as unprepared to cope with the problems 
of its fall as we had been to cope with the problems of its 
rise. That insecure rejoicing could easily have tipped over into 
dejection. In fact, as days went on after July 25, uneasiness 
became more and more insistent: had it been a great victory or 
had we somehow missed the boat? 

As far as it is possible to know, the Italian people in Italy 
were as bewildered and unprepared as the governments and 
peoples of the United Nations. The masses started crying for 
freedom, for peace, for social reforms. The mouths that had 
been gagged for more than twenty years started voicing the 
demands that they had been unable to utter during all those 
years. They cried out their pent-up hatred at the ugly power 
that had kept them gagged. According to all reports there was 
in Italy a universal revolt against fascist institutions and leaders. 
During those twenty-two years fascism had become something 
more than the private tyrant of the Italian people: it had revealed 
itself as the deadly enemy of civilization, and the peoples of 
the United Nations were locked in a war to the finish against it. 
The masses in Italy were crying for peace, as if any power on 
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earth could have given them peace; while the governments of 
the United Nations were promising peace to the Italian people, 
provided they surrendered unconditionally. 

The Italians expected the Allies to reach out for them; the 
Allies expected the Italians to come out and surrender. The 
Italians started to resume the civil war that had been smothered 
by fascist violence a few years after the end of the first world 
war, while the Allies wanted the Italians to give up their posi- 
tion as Axis belligerents in the second world war. The Allies 
acted as if the Italian civil war had no connection with the 
second world war, as though it were something to be discouraged 
because it might lead to a condition of dreaded anarchy. The 
Italians had lived in turmoil and battles for so long that they 
hailed their liberation from fascism not only as freedom but as 
peace. Italians and Allies did not understand one another. The 
very first step of the liberation of the European continent 
brought the Allies face to face with a situation infinitely more 
complex than all their prearranged political and military 
schemes. | 

For forty-five days Italy indulged in a revival of her imme- 
diate pre-fascist past. All the political forces that were present in 
the country from 1920 to 1922 reappeared—all of them, with 
the exception of fascism, which had vanished. Politicians and 
national figures that had outlived the storm reappeared on the 
scene. Time and fascism had considerably aged and _ tainted 
many of them, but they were still there. Badoglio was an anti- 
fascist in 1943 as he had been in 1923. The labor leaders were 
divided between those who wanted cooperation with the gov- 
ernment and those who clung to revolutionary intransigence. 
Benedetto Croce wrote an essay on freedom, as reasonable and 
wise as anything he ever said. Some people wanted to have all 
freedoms, all at once. Others wanted to gain them by easy 
stages. Not many people, so it seemed, paid enough attention 
to the fact that the Germans were all around. The Italians 
wanted freedom and peace. But both they and the Allies seemed 
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to forget that the Germans had been pouring into the country, 
and were ready for the kill. 

Then on September 8 the armistice was announced. Italy 
surrendered unconditionally, and once more there was wild 
rejoicing in the Allied camp. One of the three Axis powers 
had been crushed and had laid down its arms. But it soon 
appeared that the Germans had picked up most of the arms that 
the Italians had laid down. The Italian army had surrendered 
unconditionally—to the Germans. To our side came the fleet, 
Badoglio and the King. When the Anglo-American army landed 
in Salerno to receive its share of the surrender, it found the 
Germans already there, and for a couple of days disaster seemed 
inevitable. 

Once more joy turned into dejection. Had it been a victory 
or had the Allies touched off a booby-trap? As soon as the 
nation, which had been ruined by fascism, announced its sur- 
render to the anti-fascist forces, fascism reemerged, with most of 
the country in its grip and Mussolini at the helm. It was the 
most murderous, primitive type of fascism, a mob of jail beaters 
who, like their German masters, were living and killing on 
borrowed time. During the forty-five days between Mussolini’s 
fall and the surrender, all those Italians who were against fas- 
cism had reappeared in the open. They thought that Italy was 
again a fairly united nation that could afford to have political 
problems, could go right or left, choosing between the mon- 
archy and the republic, debating about social insurance or pro- 
portional representation. It was all a mirage. The old pre-fascist 
Italy had had a new lease on life that lasted forty-five days. 
During those days most of the men destined to be the leaders 
of a free Italy came out into the open and exposed themselves to 
the enemy. Some of them subsequently took to the hills, a few 
succeeded in escaping to Switzerland, the rest were caught. 
Nobody knows how many of them were caught. Nobody knows 
how much of the long-stored treasure of character and courage 
was thrown away during those forty-five days. 
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II 

On September 17 President Roosevelt, in his message to Con- 
gress, gave his version of what had happened. On September 21 
Churchill did the same in a speech before the House of Com- 
mons. These were two great documents, and from them we can 
perhaps learn more about the intentions of our leaders regard- 
ing Europe than from the formal declarations released at the 
close of the numerous conferences. Mr. Roosevelt said that, 
“armistice or no armistice,” the Anglo-Americans could not 
land in Italy before September 8. Badoglio was ready to sign 
and surrender much before that, but we were not in a position, 
according to the President, to reap the advantages of the Italian 
collapse before the 8th. In other words, the collapse came at 
least forty-five days too early, and the Allied command could 
not readjust its time schedule to the event. 

Mr. Churchill said that July 25 had been a “memorable day.” 
But he added that the Allies proceeded with their plans as if on 
that memorable day nothing had happened. He said: “Italian 
representatives asked how the terms [of the surrender] could 
be executed in the face of German opposition.” Obviously an 
unconditional surrender is not something that can be delivered 
over the long-distance telephone; it is a physical operation, 
meaning that arms are physically laid down by the surrendering 
army, and are physically taken up by the winner. But the 
Anglo-Americans were not in a position to make use of the sur- 
render that they were asking for. So, on the basis of Churchill's 
own statement, it seems clear that every day spent asking for 
the unconditional surrender of Italy had been an invitation to 
the Germans to come in force into Italy, and every day spent 
waiting had made the surrender more ineffectual. But, Mr. 
Churchill said, the Allies were afraid of anarchy in Italy scarcely 
less than of the Germans. 

Both Mr. Roosevelt and Mr. Churchill, in remarking on the 
problems arising from Italy’s crisis, spoke only as military and 
production experts. Both these men are superb politicians, cer- 
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tainly among the most skilful who have emerged in their respec- 
tive countries. Yet neither Mr. Roosevelt nor Mr. Churchill 
approached the problems of the collapse of Italy from the 
political angle. They did not consider the fall of a fascist regime 
as something that could alter the set course of military opera- 
tions. They seemed to think that the conquest of Europe is a 
purely military affair, not a combined operation aimed at liberat- 
ing the land and at conquering the confidence of the European 
peoples. Essentially, what both Mr. Roosevelt and Mr. Churchill 
said boils down to this: “We are on our way to crushing the 
enemy, which by itself is a task greater than anything ever 
attempted in human history. We are increasingly gaining the 
means to do the job. As to the relation between the goal and 
the means, this is largely an industrial and military matter. We 
can only reveal the grand figures and the grand facts, as they 
mature. For the rest, do your part and trust our leadership.” 

This is a very strong position. These master democratic poli- 
ticians have brought to the business of warmaking the same 
realistic hard-headedness that they had learned in the business of 
winning elections and confounding opponents. To win an elec- 
tion you have to get the votes. To win a war you have to get 
the men and the guns. As to programs, there is always some 
group of experts, or some committee on resolutions, that will 
draw up a platform. 

The complaints about the lack of war aims, about the short- 
comings of our psychological or ideological or political warfare, 
are about as old as this war. Equally old and now almost trite is 
the talk about the interrelationship of political and military war- 
fare, the direction that the first can give to the second, the price 
that armies must frequently pay for the political shortsighted- 
ness of their leaders. There is scarcely any would-be Marshal 
who could not, at a moment’s notice, deliver a lecture or write 
an essay on all these points. Yet the fact is that the more the 
fighting increases in scope and intensity, the wider the gap 
becomes between what is called the political and what is called 
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the military aspect of the war. Also, the more the war pro- 
gresses, the more our war leaders, those superb embattled poli- 
ticians of the Anglo-Saxon nations, have their imagination and 
resourcefulness absorbed by the business of military and indus- 
trial warmaking. 

The landing in North Africa revealed most definitely this 
discordance between the political and military aspects of the 
war. The political price to be paid for military expediency was 
thought to be trifling. It was believed that the help of political | 
and military elements tainted with French fascism was to be : 
welcomed in the fight against fascism. In the case of Italy, it was ( 
thought that the strict military demand, unconditional surrender, 
should have absolute priority over every other consideration, no 
matter what happened to Italy, no matter how much of Italy we 
could gain, no matter how real and effective the surrender itself 
might turn out to be. In both cases it was made plain that this is 
the war of the United Nations against fascism, and not the 
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war of the various European anti-fascisms. We may regret this s 
position and deplore the discordance between the political and g 
military minds, but the mounting evidence shows that such a I 
discordance exists. It is not limited to the Anglo-American t 
leaders. Stalin’s case is equally indicative. On the eve of the war t 
Stalin was secretary of the Communist Party; he has now emerged t 
as Marshal Stalin of Russia. f 
During the last war one of the “big four’’ statesmen, Clémen- r 
ceau, defined his position by saying “Moi, je fais la guerre,” and s 
stuck by it. In this war each of our “big four” leaders has fully p 
adopted the position of Clémenceau. In the photographs of the 
Teheran Conference the Commander-in-Chief of the United | tl 
States armed forces appears flanked by Marshal Stalin and the d 
Commodore of the RAF, Winston Churchill. It was also Clémen- W 
ceau who said that war is too serious a business to be left to the h 
generals. But our war is led by politicians who have made ti 
themselves into generals. The harassing business of military war- tl 


making seems to have absorbed every ounce of energy of our P 
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civilian war leaders. And the arch-enemy Hitler is also a poli- 
tician who has made himself into an arch-general. 

For years, before the actual danger of total annihilation was 
brutally driven home by the enemy, the policy of the four great 
powers was peace at any price. Each of them relied on its own 
policy and diplomacy rather than on war. Now each of the four 
leaders seem to have adopted the position of war at any price. 
One may deplore the singlemindedness of military warmaking as 
one deplored the singlemindedness of diplomatic peace preserv- 
ing. Yet this singlemindedness of warmaking today is a fact as 
obvious as yesterday’s appeasement. 

This has never been so clear as in the case of Italy. There 
was a nation that desperately needed orientation and advice as to 
how to insure the precarious making of her freedom. She needed 
help in getting rid of the men who were most obviously respon- 
sible for her present degradation. She needed arms and then 
armed men, to be rushed to her with the shortest possible delay, 
so as to strengthen those groups of brave Italians who had not 
given up resisting fascism. Her civil war should have been 
brought to a vigorous climax with the merciless elimination of 
the most dangerous public enemies, and then it should have 
been integrated into the world war. Italy needed to be told the 
truth: that there was no peace in sight for her; that the criminal 
fascist leadership had made her incur a heavy debt toward the 
rest of the civilized world; that she could not escape the neces- 
sity of regenerating herself, but that it was up to her to set the 
pace of her own regeneration. 

This would not have been by any means an easy task to carry 
through. It would have required an extraordinary amount of 
daring, wisdom and knowledge, on the part of the Italians as 
well as the Allies. Italy was rife with traitors, particularly in the 
high ranks of the army. But in every Italian city men emerged to 
take the leadership of their communities, men who represented 
the same political forces as those championed by the great Allied 
powers. They represented the legitimacy of tomorrow. But on 
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our side it was thought better to consider only yesterday’s 
legitimacy. 

So there were no combined operations in Italy, and because 
the Allied leaders did not care to gain the confidence of the 
Italian people, and did not give their confidence to the Italian 
people, what could have been the conquest of a country shrank 
to the hard-won possession of the Salerno beachheads. The largest 
and most valuable part of continental Italy was lost to the Allies. 
The attitude of the Allied governments was unmistakable. It 
meant, first things first; we are fighting a war now, and we have 
no time to spend on the rehabilitation of wayward nations. 


III 


These are very bitter lessons to learn. They had better be 
learned, however, before something worse occurs. The gap 
between the United States and Europe, between the govern- 
ments of the three major nations and the European people, was 
widened by the approaching armies of liberation. Between the 
war for survival of the great anti-fascist powers and the wars for 
freedom of the anti-fascist Europeans, there were latent differ- 
ences that have been brought into sharp relief by the very first 
Allied landings on European soil. There is a difference between 
what is meant by freedom by the governments of the great Allied 
powers, and what is meant by freedom by the tortured liberals of 
Europe. So far these differences have not been visible, because 
the Allied leaders have been indulging in general words and 
vague talk. 

It would be easy to read in the actions of the Allied govern- 
ments sinister political intentions. In fact, it is done all the time 
by alarmed liberal writers. It is said that the British Foreign 
Office and the American State Department want to preserve all 
over Europe a de-Hitlerized fascism. The list of our govern- 


ment’s sins is zealously intoned: ‘“‘Darlan, Otto, Victor Emmanuel, — 


the Catholic Church.” 
The catalogue is impressive, and some of the facts that it puts 
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together are as indisputable as they are shocking. But if conclu- 
sions and not innuendos were drawn, we would realize that 
what is taken for a meaningful series of facts is only a mischievous 
collection of ugly accidents. Not only patriotism but an elemen- 
tary sense of decency and sanity makes unbearable the thought 
that the Allied soldiers are led to fight a war for the preservation 
of some form of fascism. 

The candid truth is that our governments have tried to 
impose a sort of moratorium on politics and on political deci- 
sions. In the United States the attempt is made to have both 
major parties adopt the same political platform on foreign affairs. 
In occupied Italy the AMG has been discouraging politics on all 
its various levels. De Gaulle and the rebirth of France are 
regarded as irritatingly premature phenomena—like the revolt of 
Italy. 

The fact is that in our camp, while our military and industrial 
thinking has been sustained and has brought results, political 
thinking has been lagging and desultory. Possibly the conversion 
of industrial machinery to the new needs of war was an easier 
job than the conversion of our political thinking. Certainly there 
has not been energy enough to do both jobs. ‘The discordance 
between political thinking and military thinking is illogical and 
dangerous, but war times have never been times for logic or for 
the avoidance of danger. 

From some of the actions of the Allied governments, and 
from what we know of the conditions of Europe, we can draw a 
number of contradictory conclusions, each one of which seems to 
be backed by facts. We can draw the conclusion that the Anglo- 
American leaders want to perpetuate fascism. We can draw the 
conclusion that Soviet Russia wants a Balkanization of Europe 
as a step toward Europe’s sovietization. Or we can draw the 
conclusion that the European peoples are doomed and that no 
power on earth will induce them to give themselves stable free 
institutions. The list is far from being exhaustive. 

It is up to each man who has any degree of political influence 
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to decide what role he wants to play. There is a chance to mul- 
tiply confusion, rifts and misunderstandings. Possibly that is the 
easiest way. There is also a chance to interpret and explain the 
position of one group to the other, so that the Allies will not 
feel that Europe is ungrateful and hopeless, and the Europeans 
will not think that the Allies are insensitive and heedless of 
their cruel trials. A certain amount of friction is inevitable and 
possibly healthy, but it would be a tragedy if it degenerated 
into an uncontrollable reciprocal intolerance. Every day this 
danger becomes more real. There has seldom been such a temp- 
tation for political recklessness, both in acting on politics and in 
criticizing other people’s political actions. 

Liberal writers have a great propensity to foresee wars and to 
trust to them the realization of all their hopes. They are inclined 
to trust war to the extent of thinking that a war may be 
fought in such a way as to make it the last war. Then they feel 
betrayed—and entrust the resolution of all their disappointments 
to the coming of the next war. There is already a great deal of 
talk about World War III. This is a rather dangerous game, 
since we are not entirely sure that civilization will emerge from 
the present war, which is not yet finished and not yet won. 

The present phase of our war, marked by the beginning of 
the liberation of Europe, has made it clear that we cannot 
entrust to war the total extirpation of fascism. War can only 
wreck. It is now wrecking the main pillars and the very founda- 
tions of the fascist fortress. Our leaders are taking care of that 
job, and their energies are just equal to it. We cannot ask too 
much of them, just as we cannot ask too much of this war. We 
know now that the total elimination of fascism, the prevention 
of its recurrence, the setting up of new enduring orders, will 
require hard work. during many years to come. If political 
wisdom cannot direct military decision, the next best course is 
for political wisdom to extract the best possible results out of the 
military events. It is doubtful whether history ever proceeded in 
any other way. 
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IV 

The first contact between the Allied liberator-invaders and the 
European peoples was a rude shock for both. There was a wide 
variance between what the French and the Italians had expected 
and what they actually received from the Allies. The Italians 
and the French had expected to see the Anglo-American armies 
undertaking immediately the work of political purification and 
national reawakening, as if the Anglo-American armies had been 
the vanguard of armies of national liberation. On the contrary, it 
appeared immediately that the Anglo-Americans had no inclina- 
tion to give a new leadership to the liberated peoples. Rather 
they were inclined to make use of the available politicians, no 
matter what their record had been. 

On the other hand, the Allies were forced to a realization that 
the winds of liberation in Europe were bringing back to the 
political scenes old figures and old tendencies of the past. There 
are moments when Algiers today looks like a copy of the Palais- 
Bourbon of five years ago. The first victories of anti-fascism 
brought back to light prefascist situations. The opening of the 
doors to the future seems to bring about the resurgence of yester- 
day’s political morasses. 

The point to make clear is that all this is inevitable—even the 
reciprocal irritation between the Europeans and the Allies. The 
political evolution of highly civilized countries cannot be stopped 
cold, not even by the most surgical form of violence, which is 
fascist violence. Each nation starts again on its way, exactly at 
the point where it came to a stop. It is inevitable that some- 
times the Allied governments have to deal with native political 
elements that are likely to be rejected by their own people. The 
Allies cannot avoid the risk of backing a horse that may later 
prove to be the wrong one. There is little chance for stable 
governments to emerge immediately from the wreckages of fascist 
Europe. The most that can be hoped for the Europeans is that 
they will have fair, removable governments—governments that 
the people can endorse or get rid of while regaining their 
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capacity for self-rule. Finally, a certain amount of irritation at 
the Allies can act as a healthy stimulus to European self-reliance. 

Every liberated nation will have its liberation marked by the 
bursting out of its most explosive inner conflicts. The political 
and constitutional machines that make for the softening of con- 
flicts have been wrecked. These machines have been out of action 
for a period of a few years, as in the case of the nations that 
Germany has conquered, or for more than two decades, as in the 
case of Italy. Every European national or international problem 
has reached the stage of its most unrelieved acuteness. 

Today in Italy all the elements that once made for fascism, 
and contributed to the growth of the fascist power, are bursting 
forth into the open, each by itself. The old criminal fascism of 
over twenty years ago, that type of sheer rowdy revolutionism, at 
times undistinguishable from the most unruly communism, is 
now in command in the northern regions of the country. The 
more sedate, cynical and corrupted fascism lingers all over the 
country, north and south, ignoring the bloody battle line. In 
the process of the decomposition of its factors, fascism appears 
clearly for what it was at the beginning and what it was all the 
time, beneath the bombastic rule of its bombastic leader: a riotous 
federation of provincial feudal lords. The liquidation of fascism 
is an analytical summary of its history. 

This is far from being an isolated Italian phenomenon. Before 
they can establish any contact with the new forces that will 
make for new orders, the Allies will have to deal with the 
decomposition of the old ones. The first act of the rebirth of a 
new Europe will be marked by a revival of its most infected 
past. This process will prove to be beneficial, provided the Allies 
know that they have to go through it. In the sense of historic 
justice, it will serve them right. At the time when the various 
forces that were making for fascism were gaining power in 
Europe, the great Allied nations thought that this was none of 
their business. They even thought that the internal regimes of 
Italy and Germany were none of their business. The only point 
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t now is to know that all that is bound to come, and to be pre- 
pared. There is hardly an inch of European soil that is not 
heavily mined. We will need political mine detectors just as 
our soldiers need electrical mine detectors, at every step of 
- the way. 

The great Allied powers should not be expected to eradicate 
each national fascism, and to suggest the order that every single 
European nation can give to itself. They cannot be expected to 
import good democratic governments into liberated Europe. But 
they can lay down the rules, the guiding and limiting principles, 
within the framework of which the European nations may have a 
chance to organize their freedom and to eradicate their local 
fascism. They cannot avoid the explosion of long stored hatreds 
and the temporary chaos that the decomposition of fascism will 
create. In other words, they cannot avoid the outbursts of civil 
war in Europe, because the civil war in Europe has been going 
on for more than twenty years. To avoid civil war in Europe 
would mean to sponge off fascism, and all that fascism did— 
which is exactly what the Allies cannot do. Our war-harassed 
leaders have thought that the best way to sponge off fascism in 
Italy was to give that country back to Victor Emmanuel. It was a 
very poor thought. 

There was much accumulated rottenness in Italy, and the Allies 
thought that the best thing to do was to keep it there, well 
bandaged with AMG and interallied-commission gauze. They 
should have made that rottenness flow away, if for nothing else 
than for the elementary care of their own health. But they 
thought that the King could be given a last chance to eradicate 
fascism, after he had for twenty-two long years acted as an instru- 
ment of fascism. So the Allies entrusted the first phases of the 
rehabilitation of Italy to that Italian group that had the longest 
. and most successful record of stabs in the back. 

The result was the dejection of our friends, and the exultation 
of our enemies. This was not exactly what our leaders wanted. 
But inadequate knowledge of local conditions, ignorance of fas- 
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cism, lack of preparation of Allied officials, who had to follow a 
quite uncharted course—all this brought our leaders to a position 
in which their acts and motives were exposed to the most ludi- 
crous interpretations. It is doubtful whether the recent broaden- 
ing of the basis of the Italian government will succeed in repairing 
even part of the damage produced by the paralysis of the Allied 
governments from July 25, 1943, to April 21, 1944, when the 
new cabinet was formed. On that day some anti-fascist Italian 
liberals were called upon to repair a state of things of which they 
had been until then the main victims. Their sacrifice is destined 
to fail unless they are supported by cooperation from the Allied 
governments and sympathetic understanding from Allied public 
opinion. 

It is the vital interest of the Allies to help liquidate the civil 
wars in Europe, while not becoming too entangled in them. It 
is a matter of wisdom and political sagacity, not of blueprints. 
Because theirs is the power, the Allies cannot avoid intervening 
in the European conflict, and at the same time they must avoid 
making of this conflict their conflict. The object of their power 
today is the whole of Europe, and they will have to transmit 
this power gradually to the European peoples. Hitler had a far 
easier job in ruling the European nations with his Quislings and 
his Gestapo. He stole his power; he did not have it in trust. 

As a check and also as a test for the liberal forces, the Allies 
can impose two limiting principles that are two fundamental 
tasks. The first is active contribution to the war. The second is 
participation in the reconstruction of Europe. There are already 
in Europe many forces that call themselves liberal, and there 
will be many more, real or spurious, following Allied victories. 
They can show their worth in the way they assume their share of 
obligations in the prosecution of the war and in the reconstruc- 
tion of Europe. This applies most particularly to the defeated 
nations after the anti-fascist forces have won their revolution, 
because a people’s revolution does not mean a rebirth in inno- 
cence of a new people. The freedom of the European nations 
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a will not exist in a vacuum: it has a goal and a yardstick. The 
mn goal is the assumption by every European nation of its part of 
li- the burden of war and reconstruction now carried by the great 
n- Allied powers alone. The yardstick is the way this goal is won. 
1g It is the vital interest of the Allies to keep an eye on the 
dd various candidates to the leadership of the European nations. 
1e Yet their too open endorsement of a leader may very likely act 
in as a kiss of death. This applies to all three Allies, including 
. Soviet Russia. But the Allies can and must certify the candi- 
d dates to the leadership of the European nations. They can register 
d the political forces of each nation, and act accordingly. They 
ic themselves are candidates to the position of friends and partners 

of the European peoples. 
il It is not the business of the Allies to impose good liberal 
It government in Europe. But it is their business to see that good 
S. leaders are selected among the available candidates. They cannot 
ig wash their hands of European politics, and they cannot go too 
d deep into it. They have, so to speak, to organize the primaries 
rT for the European liberated countries, so that the best possible 
it men may emerge and so that the people may make their final 
ir choice. At times the Allies may have to deal with despicable 
d ' governments—particularly when they have to accept the sur- 

render of an enemy country. It must be made clear to these 
2S governments that they are expendable, and if by any chance they 
al try to hold on to their power, it is up to the Allies to remind 
is them that their time is up. 
y 
“ Vv 
. When Mussolini fell, the Allied plans concerning Europe were 
of still in the innocent blueprinting stage. It was thought at that 
C- time that the AMGOT, as it was called then, could assume the 
df responsibility of administering the whole of Europe, borough by 
L, borough. It was thought that Hitler’s Gestapo could be replaced 
)- by a friendly Gestapo of social workers. Everything seemed to be 








Ss | ready, with the plans laid down, and instructions given to Anglo- 
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American officers for their assignments in every European small 
town. It was the time when the Aliied leaders were calling on 
the European peoples to revolt. All of a sudden what was asked 
of the Europeans actually happened in Italy. 

It was as if Italy had suddenly appeared miraculously near us, 
as if her suddenly reawakened civil war had come within the 
range of our vision, so that we could see the people there, what 
they needed and what their plight was. Then everything was 
over. There are many other faerie and incredible things that we 
shall see as our armies go into the haunted land of Europe. 

Our nerves will be tried many times again, because we are in a 
war that is being fought on the nerves and emotions of all the 
peoples involved, not only by soldiers against soldiers. Like those 
who are on the battlefields, we have known and will know again 
many hours during which we lose the proportion of things and 
ask ourselves in anguish where we are, where we stand, why we 
are fighting and where it will all end. 

In this total war civilians are not spared all knowledge of the 
confusion of the battlefields, and this is right. No one on our 
side in this war can be blamed who has sometimes suffered a 
sinking heart. As civilians we are inclined to concentrate our 
attention on the political side of the war, and sometimes when we 
see our leaders totally absorbed in military matters we feel as if 
they had deserted us. 

This is still primarily the anti-fascist war of three great nations 
that have been victims of fascist aggression. It has been, since the 
beginning, a defensive war whose ultimate aim is the elimination 
of fascist war power. In its final phase this defensive war is car- 
ried on with offensive tactics, and the impetus of these offen- 
sives is destined to carry us far beyond fascism and far beyond 
the range of vision of our present leaders. But our leaders 
themselves cannot allow the final offensive phase of the war 
to be bogged down because of their unwillingness to face the 
political implications of their military decisions. 

Our record in Italy is one of painful groping in attempting to 
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Il blaze a trail through uncharted ground. The lesson of Italy is 
n that the Allies must take cognizance of the European civil wars, 
d and know the role they must play in order to bring those wars 
to a close. Their vital interests are at stake in these civil wars, 

s, and they must intervene in them, knowing the limits that their 
e intervention must respect. The intervention of the great powers 
at must be in favor of the same political forces and trends that the 
AS great powers themselves are championing. This means that their 
e limited participation in European civil wars, and the nature of 


the limits, is a matter of interallied agreement—is indeed the 
test of interallied solidarity. If there is no such solidarity, or if 


e the agreement is only one not to act openly, not to intervene 
e ostensibly, then fascism gains. Not the day after tomorrow, but 
n today. It grew in liberated Italy flying in the face of the bewil- 


dered Allies, who finally had no other way out than to bring 
about the cooperation of anti-fascist elements in the war cabinet. 
In Italy the Allies had to face one fundamental fact. The 
present of Europe is chaos. Fascism has made it, and there is no 
use in ignoring it or in fearing it. It must be repaired, and the 
forces inside Europe that can contribute to the repairing must be 
helped. The present of Europe is, in a horrible, literal sense, 
hell broken loose. There is no escape in restorations or in attempts 
to bring back the past. Salvation is only in establishing some 
bridgeheads toward the future. This is why so many mistakes 
s have been made in leaning too heavily on the past. There have 
e never been such difficulties, because there has never been any- 
: thing like fascism. 
- If we lean too heavily on the past, the gap is widened, which 
- means that chaos is maintained and the conflict between the 
1 Europeans and the Allies embittered. The same happens when 
S we think that Europe is a tabula rasa, an ideal testing ground for 
r 
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old and new blueprints. The road is appallingly hard, but we 
are going through it and learning. Great mistakes may prove to 
be the turning point on the way to victory, once we have learned 
) their lesson well. 











THE PROBLEM OF GERMAN 
REEDUCATION 


BY ROBERT ULICH 


| the beginning of the present war, when the youth of 
democratic nations were drafted into gigantic armies and thou- 
sands of assembly lines were installed for the production of tanks 
and airplanes, educators, too, were called upon. They were asked 
not only to provide the training necessary for effective warfare, 
but also to contemplate the question of how, after the end of 
the struggle, education could be used to change a world of 
destruction into one of productivity and cooperation. 

Naturally, in this situation the fascist educational philosophies 
and practices were examined, and the desire arose to “‘reedu- 
cate” the youth brought up in Italy under Mussolini, and in 
Germany under Hitler. Those who tried to go beneath the sur- 
face of events could not fail to discover that the fascist educa- 
tional ideologies were but an outgrowth of catastrophic changes 
in our western civilization. These changes were all the more 
alarming as, in some degree, they touched all modern nations, 
whether totalitarian or democratic. 

In the United States, on the occasion of the meeting of the 
New Education Fellowship at Ann Arbor in July 1941, an inter- 
national group of educators professed their belief in the inter- 
action between political world reconstruction and education, in 
the so-called Ann Arbor Manifesto. After that, many other groups 
with similar interests proclaimed their intention to reeducate the 
shattered world and especially the reprobate youth of Germany. 
The energy of the movement was enhanced by Vice-President 
Wallace, who in his Woodrow Wilson Birthday Anniversary 
Address of December 28, 1942, connected international politics 
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with education, in saying: “The United Nations must back up 
military disarmament with psychological disarmament-supervi- 
sion, or at least inspection of the school systems of Germany 
and Japan, to undo so far as possible the diabolical work of 
Hitler and the Japanese war lords in poisoning the minds of the 
young.” ! 

American colleges and universities established courses in inter- 
national reconstruction and reeducation, irrespective of whether 
they had instructors with some claim to competence in this highly 
complicated field, or candidates for positions abroad who knew 
foreign languages. Not infrequently the new adventure showed a 
sort of evangelist spirit, a “messianic complex,” in the words of 
such experts in comparative education as I. L. Kandel and Walter 
Kotschnig.? 

There would have been some reason to examine at the same 
time, as a ground for experimental learning, why the North of 
this country failed to “educate” the South after the Civil War— 
failed to such a degree that the recollection of the so-called 
Reconstruction period after 1865 still burns like a wound in the 
feelings of southern families. There would also have been reason 
to study the Negro and the Jewish problem. But with a few 
laudable exceptions, among which the Quakers deserve to be 
mentioned, nobody thought of such forms of training for world 
reconstruction. 

As often happens with such movements, the reeducative fervor 
soon entered a more sober and self-critical state, partly as a result 
of the discussions themselves and partly as a result of the experi- 
ences in the liberated areas and the increasing power of Bol- 
shevist Russia, which spreads a veil of uncertainty over the future 
of Europe. 

Yet it would be cynical to wish the new enthusiasm for inter- 
national reconstruction and reeducation to end in disenchant- 
ment. There were in many persons, young and old, a profound 


1 New York Times, December 29, 1942. 
2 See School and Society, vol. 57 (February 6, 1943) pp. 156-58. 
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feeling of responsibility and a willingness for sacrifice; they were 
determined to help prevent this war from ending in a truce used 
for the preparation of new conflicts, and were desirous of a peace 
in which the souls of men would become ready for cooperative 
thinking and acting. 

On the continual recreation of such a spirit depends the future 
of civilization. But in order to be lasting and productive, the 
new educational enthusiasm needs, and must be able to stand, a 
realistic and critical knowledge of the conditions under which 
schools and educational endeavors of all kinds can help in the 
gigantic task of world rehabilitation, and especially in the task of 
influencing Germany. 


II 


Concentrating primarily on Germany, let us first examine the 
obstacles and then the possibilities of cultural reconstruction in 
that country. 

Those foreigners who go to Germany after the war will be 
confronted with a people full of hatred, bitterness, humiliation, 
self-reproach, existing in utter ignorance of the history of the 
last decade, since there has been an almost complete separation 
from international communication. Considering how little even 
free men know about foreign countries, in spite of all their 
sources of information, one can imagine what the Germans know 
about the world outside, and even about the world inside the 
Nazi-dominated area, with all its censorship, spy system and 
Gestapo. Among the Germans themselves there will be a pent-up 
stream of desire for revenge. Never in history—remember England 
and France in earlier centuries—has terror been permitted to 
withdraw calmly from the scene of its deeds. 

But in spite of the danger of civil war within the country 
itself, even those Germans who hated the Hitler regime more 
than the enemy will hesitate to cooperate with the occupation 
army and commissioners. The cooperators may fear the label of 
Quislings. Many Germans who offer their services too quickly to 
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foreign control may not be those with whom, in normal times, 
the representatives of free countries would be willing to shake 
hands. 

Antoine de Saint Exupéry wrote after the fall of France: * 
“Since I am one with the people of France, I shall never reject 
my people, whatever they may do. I shall never preach against 
them in the hearing of others. Whenever it is possible to take 
their defense, I shall defend them. If they cover me with shame I 
shall lock up that shame in my heart and be silent. Whatever at 
such a time I shall think of them, I shall never bear witness 
against them.” The moral right one grants a French patriot, 
persecuted by his own government, one has to grant also to 
decent patriots in other countries, however much, in a tragic 
conflict of feelings, they may have prayed in silence for the 
victory of the Allies. 

There may be others who value freedom and justice more 
highly than any national concern. They may with pure con- 
science offer their services to the democracies. But most of those 
belonging to this group have already left Germany and its satel- 
lite countries, or have been killed or pressed into concentration 
camps, from which they are likely to come out with broken health. 

Thus, in the time after the defeat of Germany, there is little 
prospect of an atmosphere of security and confidence, either 
among the Germans or between the Germans and their victors. 
But confidence is as necessary for educating as oxygen is for 
breathing. Any attempt, therefore, to enforce democratic educa- 
tion through the appointment of foreigners and refugees as school 
commissioners or teachers will in all probability obstruct, rather 
than facilitate, the cause of democracy in Germany. 


III 


The foregoing considerations may help us to pass judgment on a 
difference of opinion appearing in two reports on international 
education, one issued by an American group, the other by a 


8 Flight to Arras, tr. by Lewis Galantiére (New York 1942) p. 223. 
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British.* William J. Carr, who speaks for the American group, 
says in his introduction to the American reprint of the British 
report: “On only one important matter is there disagreement, 
namely, on the question of compulsory control of education in 
post-war Germany by educational officials of the United Nations. 
The British Joint Commission favors such control. The Educa- 
tional Policy Commission’s Report does not.” 

It seems to me that the authors of the American report are 
wiser, both in their general outlook and in respect to Germany, 
than the authors of the British report, which constantly wavers 
between two standpoints. The British report, on the one hand, 
emphasizes that no fundamental reeducation of the German 
people can be achieved unless the peace is carried through in 
the spirit of the Atlantic Charter (p. 50), unless the educational 
reform of Germany becomes a movement “supported or tolerated 
by German opinion” rather than coming “as the dictation of 
foreign conquerors” (p. 53), and unless the victorious powers 
“do whatever may be possible to create the conditions in which 
the reeducation of the mind and character of the German 
people may be most likely to succeed”’ (p. 51). It is difficult to 
harmonize with these prudent statements the demand of the 
same British report for the appointment of a “High Commis- 
sioner for Education,” through whom the victorious powers 
should “exercise their control’’ of the German schools. 

‘As the High Commissioner’—thus reads one of the sentences 
dealing with his office—‘‘could only exercise his powers and 
perform his duties during the occupation of Germany, we hope 
that the occupation will not end until the High Commissioner 
is satisfied that his work can be taken over by the Germans” 
4 Educational Policies Commission, Education and the People’s Peace (Wash- 
ington 1943); British Joint Commission, Education and the United Nations, 
reprinted in this country by the American Council on Public Affairs (Washington 
1943). For purposes of comparison two other documents on international reeduca- 
tion may be mentioned: Universities Committee on Post War International Prob- 
lems, Education and World Peace (Boston 1943); and International Education 


Assembly, Education for International Security, a study endorsed by the Liaison 
Committee for International Education (Washington 1943). 
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(p. 51). Would such an imposed High Commissioner be able to 
elicit the cooperation of German teachers? If the future answers 
this question in the negative, then he may be the obstacle to 
the very end for which he is appointed. And since, in these 
circumstances, the High Commissioner would never be “‘satis- 
fied that his work can be taken over by the Germans,” the 
occupation, according to the British report, could not and would 
not end. Thus education could be used by a certain type of 
statesman as the hook on which to hang all possible pretexts 
for a more or less permanent occupation of Germany. Con- 
sequently education, conceived by the authors of the British 
report as the noblest means for the pacification of Europe and 
the world, would become a source of hatred more burning 
and dangerous than any plain political or military measures. 
Such measures, if compared with a kind of benevolent abso- 
lutism practiced through education, have at least the advantage 
of obviousness. 

I am far from intimating that it is the intention of the authors 
of the British report to have educational control used as a 
lever in the hands of imperialist statesmen. On the contrary, 
considering the fact that several of these authors are exiles from 
countries which still suffer under the yoke of Nazi barbarism, 
one can but admire the dignity of the ideals and language 
used in their report. 

The proposal of a High Commissioner for Education reflects 
an almost insoluble dilemma in future dealings with Germany. 
On the one hand, educational control is likely to create opposi- 
tion rather than cooperation; on the other hand, without such 
control chauvinist educators may manage to remain in power, 
or to emerge after a short interval from underground, and infil- 
trate the minds of German youth with a new nationalist myth. 


IV 


Yet, considering the future, we cannot indulge in mere nega- 
tivism, but must try to find positive solutions that may help us 
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out of the alternatives of over-rigid control or a laissez-faire 
attitude. 

First of all, one has to distinguish clearly between the period 
of transition from war to peace and the following period of 
peace. In the transition period the presence of occupation armies 
and civil commissioners from enemy countries will bring home 
to the Germans the fact that they are definitely defeated. Dur- 
ing this time no thinking German will expect freedom from 
control. In spite of all reluctance against cooperation with for- 
eign authorities he may not even wish complete freedom from 
outside control, because such freedom might mean a bellum 
omnium contra omnes within the country—although I am sure 
that many Germans will not wish the occupation armies to restore 
external order before the Germans themselves have had an 
opportunity to take revenge on the horde of barbarians and 
half insane extremists who have tyrannized over them for more 
than a decade. 

In the period of transition probably several million roving 
children, without parents, without a roof, and without any 
regular food, will have to be handled in the territories pre- 
viously occupied by the German or Italian armies, and in Ger- 
many itself. Many more children will be in a state of nervous 
disorder, surrounded by adults who themselves will have to 
fight against sickness and despair. As long as such conditions 
last, education will have to function in a way completely dif- 
ferent from what people accustomed to normal conditions would 
call schooling. 

During this immediate aftermath of the war probably the 
large majority of Germans will be eager to remove from the 
administration of schools and from the office of teaching those 
educators who helped to bring about the victory of the Nazi 
party, and used or supported violence in order to force their 
associates and subordinates into subjection. And if the Ger- 
mans themselves have not had time for a revolution, or have 
not the strength to remove the Nazi tyrants from any influence 
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on education and to dissolve the Hitler schools and other train- 
ing centers of the party, they will feel no opposition if the 
occupation authorities do so. For it is in the very definition of 
education that men and women who have voluntarily perse- 
cuted innocent children cannot be entrusted with the upbring- 
ing of youth. 

What then is to be done with the schools deprived of their 
administrative authorities? —The answer does not rest in the 
immediate appointment of new officials. The wrong ones might 
be chosen, and even the right ones, by virtue of being appointed 
by or under the influence of the occupation authorities, might 
fail to have any influence on the population. If undoubted 
democratic leaders suddenly appear, all the better. But gener- 
ally it may be wiser to ask the rank and file of the teachers of a 
school to propose to the occupation authorities their representa- 
tives, two or three non-Nazi teachers who they are confident 
might direct the affairs of the school with the least amount of 
friction. Schools, fortunately, are not organizations of a highly 
complex character; moreover, local and _ institutional self- 
administration is an old tradition in Germany. In Saxony and 
also in Thuringia a form of self-administration in the elementary 
schools functioned promisingly during the republican period with 
the teachers electing their primus inter pares and a steering 
committee for a certain period. 

Of course, the new administrative committees would have to 
realize that they would face the consequences if they abused 
their influence, or fostered sabotage through stimulating or tol- 
erating passive resistance. But in consequence of their election 
by their own associates to positions of grave responsibility for 
which they had not asked, the odium of Quislings or mere 
letter-carriers, under the command of enemy authorities, would 
largely disappear. (A similar scheme could be applied also in 
other forms of local or institutional self-administration.) 

Concerning the life and schooling of children themselves, in 
this period between war and peace, completely new methods 
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will have to be applied. Education will have to reckon with 
children who, in a life of extremes, have developed qualities 
good and bad which would never emerge in normal times. 
Therefore those in power, whether foreign or native authori- 
ties, will have to forget for a while our primarily intellectual 
concept of schooling, and entrust the schools and their children 
with tasks quite different from the customary classroom exer- 
cises. Ally the teachers and the children who are physically 
capable with all kinds of enterprises through which a Sense of 
responsibility in a period of danger, and a sense of mutual help 
and comradeship may be aroused! Use the young courageously 
for removing debris, building provisional shelters, taking care 
of destitute younger children. Give them a part in cooperatives, 
and thus transform the necessary charity work of housing, feed- 
ing and clothing into a means of self-education. In short, appeal 
to the initiative and energy of a young generation which has 
stayed overnight in bomb shelters, removed mutilated bodies, 
and fled from town to town. There are now, according to 
reports, German children who at the age of twelve have received 
the iron cross for outstanding bravery during air raids and the 
following hours of removal of wounded and dead. In Sicily, 
when the occupation of Palermo started, with all its turmoil, 
children proved to be surprisingly helpful as scouts and workers. 
When forced back into the role of immature inferiors their 
attitude changed; out of young heroes there developed little 
bandits. It may well be that the extremity of such situations will 
teach us completely new ways of training and of relieving ten- 
sion, even in times of peace. 

Needless to say, this emphasis on practical activity for school 
children does not involve a lasting neglect of formal learning. 
There soon must be some regular school program, and prepara- 
tion for our intellectual and technical civilization. But in times of 
crisis, when the rescue of young and old from anarchy, despair 
and misery is at stake, new educational means must be applied 
which grasp not only the intellect, but the total personality. 
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Emery Reves has referred, in another context, to an admonition 
by Francis Bacon:® “It would be an unsound fancy and self- 
contradictory to expect that things which have never yet been 
done can be done except by means which have never been tried.” 
This truth applies not only to present politics, but also to the 
seemingly minor tasks in education. 

Methods similar to those described in relation to schools will 
have to be applied also to organized youth movements. In totali- 
tarian countries these movements have probably played a greater 
role in indoctrinating youth with the “new principles of society” 
than have schools. In youth groups “undesirable” leaders could 
easily be replaced by votaries of the party who, not burdened 
with the ungrateful task of teaching languages and mathematics, 
could use all the charms of outdoor life, and, if that failed, all 
the cruel pressure of Nazi discipline. These youth organizations 
cannot be dealt with by a simple order of dissolution. Quick 
action in removing the Nazi leaders must be combined with 
immediate provision of positive goals and purposes. Here, more 
than anywhere else, the danger of a vacuum must be avoided. 
Otherwise there will be a dangerous underground youth move- 
ment; newspapers report that preparations are already being 
made. 

One of the most crucial problems will be offered by the German 
universities. Up to 1933 the German professors and their stu- 
dents enjoyed an unusual degree not only of administrative and 
scientific but also of political freedom. Most of the professors 
had refused to be incorporated into the new democracy, and 
were wont to blame the republican system for the bad times 
after 1918, rather than to search realistically into the causes of 
the defeat and of the ensuing economic and cultural difficulties. 
But in spite of this past, which should have commended them to 
the Nazis, the higher institutions of learning were treated badly 
by the new masters. Instead of the courtesy customarily given in 


5“Can We Find the True Path to Peace?,” New York Times, Magazine, February 
13, 1944. 
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the past, they received orders; none of their ancient rights and 
privileges was respected. The liberal and Jewish scholars were 
immediately removed, irrespective of whether they enjoyed inter- 
national reputation and the admiration of even their conservative 
colleagues. The remaining professors were deprived of their right 
to elect freely their rectors and deans; their proposals concerning 
new appointments were ignored; candidates for academic posi- 
tions were carefully sifted in special Nazi schooling camps; the 
teaching and research staffs had to suffer the most humiliating 
treatment by the Nazi student organizations and the lords of 
the party. 

It looked for a while as if these methods had the success desired 
by the new regime. Yet it is exactly at the universities that the 
suppressed hatred of the more cultured groups of Germany seems 
to explode. Executions of students have been necessary on a scale 
comparable only to that of members in underground movements 
of strictly political character. 

Thus the National-Socialist professors, appointed for all sorts of 
political propaganda under the guise of scholarship, will prob- 
ably, after the defeat, be thrown out by the faculties and the 
students combined. Should these pseudo-teachers manage to 
remain in their positions, few of their colleagues and former 
hearers would expect the occupation authorities to allow them to 
disseminate their nonsense, however ineffectual it may have 
become. 

Official dismissal of these traitors of academic liberty will have 
to be carried through in a form and a spirit indicating restora- 
tion, not destruction, of freedom of thought. Nothing would be 
more unwise than for the victorious nations to give the univer- 
sities the impression that they intend to continue the hated 
control. Even if they exercised such control for better purposes 
and with other methods, they would nevertheless be likely to 
create an indomitable opposition group, and in the very place 
where the seed for the cultural reform of Germany may already : 
be growing. Nor would it be an enviable task to comrol the | 
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German universities at the time of demobilization, with many 
thousands of rugged men floating into lecture halls and expect- 
ing to receive a professional education, quick and effective, after 
years passed in camps and on battlefields. 

But when the immediate aftermath of war and defeat is over 
and the Nazi leaders are removed, in education as elsewhere, a 
second phase in the life of the schools must begin, whether mili- 
tary occupation continues or not. In this period the Germans 
must be left to work out their own cultural salvation. Germany 
had universal education long before other nations thought of it; 
for a long time her schools were models for foreign countries; 
and her educational philosophers were and are still interpreted 
in the universities and teachers’ colleges of the most advanced 
nations. There is reason to hope that after the ordeal of the 
Hitler tyranny and the war there will be sufficient tradition and 
vitality left in the German people to restore a decent form of 
education. 

Except in the years of deceptive peaceful success in inter- 
national politics and in providing employment, Hitler never 
had a majority on his side. The national election of March 1933— 
which was far from free, and the results of which were falsified by 
the Nazis—gave the party less than 44 percent of the votes. Only 
with the help of the leaders of the conservative parties could 
Hitler build up a majority. Many people, particularly women, 
were won over to the Nazis by their promises to restore “positive 
Christianity,” to save Germany from_the conjured-up danger of 
communism, and to abolish the “materialistic tendencies” of 
democracy, socialism and capitalism. The unemployed, who at 
the end of 1931 numbered 5,668,000, expected work. Most of 
these people did not join the followers of Hitler to kill the Jews 
and to attack other countries. The confusion in German minds 
became all the greater when they observed the tolerance of demo- 
cratic nations in relation to the Hitler government. There are 
many historical and logical reasons for being wary of generalities 
about “‘the German character.” 
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The recommendation to abstain from outside pressure on Ger- 
man schools, after the first period of transition is over, does not 
involve an abandonment of international vigilance. If danger 
signals rise on the road of education, there will probably be 
political instruments of much greater power than external edu- 
cational control that can be used to make the German people 
cognizant of the apprehension felt by other nations. 


¥ 


But much more effective than any coercion, even by indirect 
means, will be the full use of the many world organizations in 
the service of international cooperation. There has been, and to 
some extent still is, a net of associations all over the five conti- 
nents, which, free from governments and power politics, has 
served the cause of humanity for its own sake. In these organiza- 
tions Germany formerly played an active part, but now the bonds 
are torn. Most of these organizations, whether they expressly 
profess so or not, have sprung from the living spirit of the Chris- 
tian tradition. Among the manifold activities and agencies of 
the churches and sects the Quakers and the Ecumenical Church 
Movement may play a special role. Certain sects, even more than 
the established churches, have shown in Germany itself that they 
can still have martyrs. German men and women belonged to such 
international agencies as the YMCA and the YWCA, to inter- 
national students’ services, and to cooperatives and the inter- 
national labor movement. To reincorporate German citizens into 
these world organizations, and to let them breathe their spirit, 
would be one of the most effective means of backing the demo- 
cratic forces in Germany. 

There are also means of international education in a more 
direct sense of the word, which must be used more than hitherto 
for mutual contact and enrichment among free nations. Educa- 
tion must become one of the main threads in the tissue of a 


society striving for international understanding. The peoples of 
the future must learn to know each other not only at the tables 
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of diplomats, on business trips of executives and engineers, in 
scientific congresses of professors—and on battlefields. Certainly 
we must avoid illusions. It will take time before the peoples of 
the world are ready for unprejudiced contact; yet measures to 
this end must be planned now, so that they will be ready for 
execution when the time comes. 

We need means of bringing together elementary and secondary 
school teachers from different countries, not only through occa- 
sional conferences, but for more extensive learning from one 
another through sharing classroom experiences. We must establish 
international universities, if possible one in each of the more 
important countries, either in connection with already existing 
institutions or, if necessary, through the foundation of new cen- 
ters. Along with the exchange of teachers on all levels of educa- 
tion we must gradually try to exchange students of different ages 
and school types, from elementary and vocational up to higher 
professional institutions. We must see to it that the paramount 
work of physical reconstruction, or of new agricultural and indus- 
trial planning, allows for an interchange of enterprising youth 
among the various countries. ‘The work camp idea could be used 
to help young people to become acquainted with one another, 
through hard physical work mixed with the joys of leisure. 

We must eventually recognize that people from different coun- 
tries do not learn to know one another thoroughly from traveling 
and conferences, but only if they live and work together in group 
endeavor. We must also recognize that education and human 
contacts grow much deeper into the structure of a person if they 
reach not only his intellect, but also his emotional and unreflec- 
tive life. Participation in common worship and common music 
may be better means toward international understanding than 
passive listening to the radio and looking at motion pictures and 
the future products of television. This does not diminish the 
importance of radio and visual communication in international 
education. On the contrary, before us is the awesome responsi- 
bility for directing the service of the microphone, the camera and 
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other such mechanical tools in the formation and guidance of 
human civilization. 

For the arrangement of all the possible means of educational 
contact among the nations we shall need an institution which, 
though not yet born, has already received the name of “Inter- 
national Office of Education.” The advisers and employees of 
this office would have to deal not only with the mere implementa- 
tion of plans and with the methods of international educational 
policy, but also with its theory. No comprehensive research has 
yet been made into the psychological conditions that underlie 
constructive cultural contact among peoples belonging to dif- 
ferent patterns of civilization. The bewildering topic of emigra- 
tion and immigration, not only in its technical and political but 
also in its psychological and cultural aspects, awaits thorough 
investigation. The same is true of the minority problem, and the 
whole complex of race prejudice. No science of politics, nor any 
good political practice, will be possible unless these problems are 
thought through. 

The work of missions and missionary schools, as well as the 
work of schools founded by one country for more or less dis- 
guised cultural or political propaganda in other countries, needs 
wise judgment. For schools abroad, missionary and secular, many 
millions of dollars are spent every year, partly with good results, 
but partly also with evil effects. The training in such schools has 
not infrequently helped to uproot people from their indigenous 
tradition, without mooring them firmly in new values; it has not 
infrequently aroused deep-seated sentiments on the part of the 
potential receivers who were supposed to be grateful for the bless- 
ings poured on them by teachers from “advanced”’ races. The 
future International Office of Education should also deal with 
the delicate issue of textbooks, a thorough discussion of which 
would expand this article much too far. 

There are two fundamental requisites for the success of an 
International Office of Education. First, though the different 
nations must be represented in it as free members with equal 
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yf rights, its employees and consultants must not be dependent on 

orders of any government. They must be able and willing to be 
v guided by their conscience and experience and not by the chang- 
L, ing moods and whims of the public. 
r The second condition applies not only to the work of the Inter- 
yf national Office of Education but also to all educational measures 
A recommended in this article. Education cannot be isolated from 
ll the total life of men and nations. Under certain critical con- 
iS ditions groups of teachers may be able to frustrate the intentions 
e of the majority of a nation, but in normal circumstances schools 
- and their effect depend upon the degree to which the general 
A requisites of civilization—such as work and hope—are made to 
it materialize within a nation. Without work man can survive 
a neither physically nor morally. And without hope for himself 
e€ and his children he cannot afford the energy which he needs in 
y the daily struggle for decency and security. 
e 


In respect to these general conditions of civilization the edu- 
cator must rely upon the statesmen; on their wisdom rests the 


e€ future of Europe and the world. Let us hope that they are capable 
S- of coping with the gigantic tasks awaiting them. If they are not, 
s then all our thinking and writing about cultural reconstruction 
y will have little, if any, effect. 


) (Harvard Graduate School of Education) 
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THE NATIONALITIES POLICY OF 
THE SOVIET UNION 


Theory and Practice 


BY ERICH HULA 


‘ie attitude of the Soviet government toward the nationalities 
that make up the ethnically checkered population of the Soviet 
Union has, from the first days of the Bolshevist revolution, 
attracted the attention of students of the national question. But 
the foreign observer can no longer indulge in a purely academic 
interest in this policy. The victories of Russian arms, which 
have assured to the USSR a leading role in European and world 
affairs, give this problem also a highly practical significance. 
Russia’s growing strength, as well as the fact that present-day 
politics still bristles all the world over with the unsolved prob- 
lems of the nationalist age, makes a sober analysis of the nationali- 
ties policy of the Soviet Union more imperative than ever before. 
But these worldwide implications render infinitely more difficult 
the psychological detachment required for such an undertak- 
ing. A glance at the many contradictory interpretations of Stalin’s 
nationalities policy clearly reveals the perplexities of the task. 
They are at least as formidable as in any other case in which we 
try to form a judgment on the purposes, the results and the 
potentialities of the Russian revolution. A Chinese sage, when 
asked by Guglielmo Ferrero what he thought about the French 
Revolution, is reported to have answered, with true Oriental 
wisdom, that since that event dated back only some hundred and 
fifty years, it was much too recent to permit of appraisal in our 
days. Even less are we able to appraise definitively a revolution of 


our own age. 
We do, however, know some facts, undisputed by friend and 
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foe of the communist revolution, on which we may base tenta- 
tive judgments. Russia’s nationalities policy, in particular, can be 
stated objectively in the terms of an indisputable record. We 
may even succeed, to a certain extent at least, in grasping its 
wider historical bearing, if we try to see and analyze it in the 
context of the national question in general. 


I 


The problems posed by modern nationalism were the subject of 


Ss theoretical considerations and discussions among the Bolshevist 
t leaders long before the party rose to power in November 1917. 
; What was after the revolution to become an issue of state poli- 
t tics presented itself at the beginning of the Russian socialist 
C movement as a problem of party politics, the problem of com- 
n bining different ethnic elements into a single, indivisible political 
d organization for the pursuit of common ends. 

As czarist Russia began to catch up with the political, cultural 
y and economic development of western countries, her many 


- nationalities and races became more and more imbued with the 
- nationalist spirit of western and central Europe. The disintegra- 
. tion of a multinational empire under the force of rampant 


t nationalism, which was already in full swing in Austria-Hungary, 
- seemed to be in the shaping also in Russia, with her some hun- 
S dred and forty ethnic groups. As was true also in the Hapsburg 

monarchy, the nationalism that was gathering strength in czarist 
, Russia was related not to the state as a whole, but to its com- 
; ponent ethnic groups. It was not political nationalism, trium- 
phant over ethnic and all other groups and associations standing 
between the individual and the state, but ethnocentrism, denying 
| the supremacy of the state and asserting ethnic over against 


political values. 

To be sure, only a few among the many ethnic groups that 
compose the Russian population displayed, around the turn of 
the century, nationalist sentiments of an intensity comparable to 
the heat of nationalist feelings in central Europe. Apart from the 
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Great Russians, the Poles, the Finns and a few other nationali- 
ties, the national consciousness of the Russian peoples was not 
yet more definitely crystallized than had been the consciousness 
of the many ethnic groups in central and southeastern Europe 
before they were awakened by the French Revolution, the 
romantic movement and the industrial revolution. The nomadic 
tribes of Asiatic Russia had not reached even this stage of develop- 
ment. But even then it could scarcely be taken for granted in 
the face of the rapid growth of nationalism in the Danube basin, 
that those dormant nationalities of Russia would forever remain 
geschichtslose Nationen.1 

Needless to say, the leaders of the.Russian Social Democratic 
Labor Party—which was founded in 1898 and out of which was 
to develop the All-Union Communist Party (Bolsheviks), the 
ruling group of present-day Russia—were in no way interested in 
maintaining the czarist empire. Nor were they in any way inclined 
to support the czarist policy of legal discrimination against cer- 
tain nationalities, or the attempt of the imperial government to 
further the Russification of the polyglot empire by coercive 
means. The socialist party violently and sincerely opposed the 
actual policies of the last Romanovs. From its first days, however, 
whether it confessed it openly or not, it was genuinely interested 
in preserving the existing political framework of Russia, in all 
its breadth and width, as the basis of the future socialist state. 
Therefore it could not fail to scent in the disruptive force of 
nationalism, or rather ethnocentrism, a serious threat to the 
socialist cause for which the party stood. 

Moreover, this force was an immediate threat to the unity of 
the party which was to prepare and carry out the socialist revolu- 
tion. In multinational Austria the unity of the socialist party had 
already fallen prey to the virulence of the nationalist germ. The 
first symptom had been, in 1897, the federalization along ethnical 


1 The awakening of dormant nationalities to full national consciousness is the 
central topic of a brilliant study on the national question by Otto Bauer, Die 
Nationalitdtenfrage und die Sozialdemokratie, Marx-Studien, vol. 2 (Vienna 1907; 


2nd ed., Vienna 1924). 
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lines of the formerly unitary party structure. This loosening of 
the party ties was carried further in the following years, until, in 
1911, the Austrian labor movement broke up into several politi- 
cal parties and trade union organizations, formed along ethnical 
lines and frequently cooperating not with one another but with 
their co-nationals on the other side of what the Marxists call the 
class barrier. Similar tendencies threatened the unity of the Rus- 
sian Social Democratic Labor Party. The federalization of the 
party into ethnically delimited organizational units was an 
avowed demand of the Jewish Bund. Also in reflection of Aus- 
trian influence, the members of the Jewish Bund and some 
Caucasian socialists, supported by Mensheviks, advocated what 
the Austrians called “‘personal cultural autonomy,” as a device for 
solving the national question in Russia. 

It was these actual and potential dangers to the unity of the 
party and of the future socialist state which, after the turn of 
the century, caused Lenin and lesser Bolshevist theoreticians to 
give special consideration to the problems of nationalism. Among 
the contributions of the minor Bolsheviks Joseph Stalin’s essay on 
“The National Question and Social Democracy,” written and 
published in 1913,? holds an eminent place, not only because of 
the decisive role that the author was to play in determining the 
course of the nationalities policy of the revolution, but also 
because it is a clear and comprehensive statement of the basic 
conceptions underlying that policy. As a result of these qualities 
the essay is, in spite of what it lacks in theoretical finesse, a highly 
informative document. The following analysis will therefore con- 
centrate on Stalin the disciple rather than on Lenin the master. 

It might seem somewhat naive to refer any actions of the 


2 The essay has been republished several times. Under the title “Marxism and 
the National Question” it opens a collection of Stalin’s articles and speeches which 
was translated from a Russian edition published by Partizdat (Moscow 1934) and 
published in this country by International Publishers: Joseph Stalin, Marxism 
and the National and Colonial Question, Marxist Library, Works of Marxism- 
Leninism, vol. 38, ed. by A. Fineberg (New York n.d.) pp. 1-61. The following 
references to Stalin’s article are to this edition. 
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present ruler of Russia, the unexcelled master of communist 
Realpolitik, to theoretical conceptions stated by himself or anyone 
else some thirty years ago. We are cautioned, not without good 
reason, against overrating the significance of theoretical patterns 
for Stalin’s actual policies.* But even Realpolitik moves in lines of 
thoughts, feelings and interests which may be revealec by its 
theoretical garment. To be sure, political realists refuse to jeop- 
ardize the achievement of their ultimate ends by a doctrinaire 
insistence on rigid methods. Moreover, they are ready to tread on 
cumbersome, winding roads when shortcuts prove to be imprac- 
ticable. But unless their policy degenerates into a mere struggle 
for personal power, it will be oriented toward definite ends, based 
on definite political conceptions. In this sense Stalin’s nationali- 
ties policy has always been, and still is, closely related to his 
political philosophy in general and his national theory in par- 
ticular. Besides, the pattern of his theory fits the practical require- 
ments of a multinational empire, regardless of whether it is used 
for a policy of world revolution or for old-fashioned power poli- 
tics of the classical type. 

Boris Souvarine hesitates to credit Stalin with the independent 
authorship of the essay on the national question. According to 
Souvarine, Lenin, “anxious to educate his co-workers, and to 
specialize them,” provided Stalin with an outline of the study to 
be undertaken, and helped him to carry it out.* The character of 
the essay suggests, however, that Souvarine underrates the origi- 
nality of Stalin’s contribution. Lenin’s own writings on the 
national question are essentially an array of abstract principles 
and statements, tied up with the Marxist theory of the state.° The 
striking feature of Stalin’s pamphlet is rather the shrewdness of 
the concrete approach and the skilful way in which he disposes 
of purely ideological arguments. It reveals the Georgian polli- 


3 William Henry Chamberlin, The Russian Enigma, An Interpretation (New York 
1944) P. 133- 

4 Boris Souvarine, Stalin, A Critical Survey of Bolshevism (New York 1939) p. 133- 
5 See, for example, the articles and speeches of the years 1916-17 in V. I. Lenin, 
Collected Works, vol. 19 (New York 1942) pp. 47 ff. and 267 ff. 
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t tician who learned the spadework of his profession in a corner of 
czarist Russia where the inextricable mixture of races and 
nationalities, religions and customs sharpens the eye for the spe- 
cific problems of the task of molding heterogeneous elements 
f into a coherent political force. 

The Georgian background and Stalin’s practical sense account 
also for his remarkable insight into the realities of the national 
} struggle in the Austria of 1912. According to the official party 
1 version,® Stalin wrote his pamphlet in Vienna, which was at that 
time not only the capital of an empire torn by national strife 
; but also the center of the most serious intellectual efforts to solve 
| the national problem. Foremost among these efforts were the 
- profound writings of Karl Renner (Rudolf Springer) and Otto 
; Bauer, rising talents of the socialist party, who elaborated in 
several books and articles specific recommendations for pacifying 
the quarreling nationalities of Austria. Stalin’s essay is an out- 
| right condemnation of Renner’s and Bauer’s proposals in par- 
ticular, and of the nationalities policy of the Austrian socialist 
party in general. Plekhanov’s criticism in 1912 of the Jewish 
Bund—that it “is adapting socialism to nationalism” rather than 
) nationalism to socialism—sums up also Stalin’s criticism of the 
) Austrian socialists.? Both the scheme of “personal cultural 2uton- 
) omy,’ which was the very core of Bauer’s and Renner’s sugges- 
tions, and the disintegration of the formerly unitary party organi- 
zation into several socialist parties, formed along ethnic lines, 
7 seemed to Stalin to indicate that Austria was becoming ripe for a 
3 national revolution of her several ethnic groups, but not for a 
3 socialist revolution of the Austrian working class as a whole. 

: There is no sense in speculating whether multinational Aus- 
) tria would have been blown up by the dynamite of nationalism 
even without the war and defeat which overcame her a few years 
later. Be that as it may, the dissolution in 1911 of the socialist 
party into ethnic parties was a most serious symptom of Austria’s 


6 Stalin, op. cit., p. 289. 
7 Ibid., p. 42. 
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political decomposition. The hope of Emperor Franz Josef, that 
universal and equal suffrage would push the social question into 
the forefront of Austrian politics and relegate the specifically 
national issues to a secondary place, turned out to be futile. As a 
matter of fact, the democratization of the suffrage system in 1907 
had raised rather than lowered the tide of ethnocentrism. With 
the dismemberment of the “k.k. Sozialdemokratie” there was no 
longer any chance that a rising social class and a new inter- 
national party would continue the cosmopolitan traditions of 
aristocracy and Catholicism, which were steadily losing ground, at 
least in politics proper. Rather it was to be expected that the 
Austrian labor movement would in the future tread in the foot- 
steps of the bourgeois classes, among which nationalism was most 
virulent, and thereby lend its help to the destruction of a com- 
prehensive and wide political structure that might one day have 
sheltered a socialist state. Stalin bitterly lamented in his essay 
the infection of the Austrian comrades with bourgeois nation- 
alism. Seven years later he was to pride himself that the dissolu- 
tion of Austria-Hungary into several national states had justified 
his criticism of the Austrian socialists: ““Now when Springer and 
Bauer are standing over the spilt milk pail of their national 
programme, there can hardly be room for doubt that history has 
condemned the ‘Austrian school’.”’ § 

With the spectre of Austria’s disintegration before his eyes, 
Stalin formulated in his essay of 1913 a recipe for preventing the 
disruption of multinational states by the forces of tribalism. It 
has been used ever since in the Bolshevist kitchen. 

Stalin did not content himself in his essay with attacking the 
practical propositions of the Austrian school. He opened with an 
assault on its basic philosophy. There is hardly any definition of 
nation and nationality in the numerous writings on the topic 
which is not at the same time a political program.? Renan’s 


8 The quoted passage is contained in Stalin’s preface to a new publication in 


1920 of his article of 1913; see Stalin, op. cit., p. 289. 
9 See the survey of current definitions in René Johannet, Le principe des nation- 


alités (Paris 1923) pp. 6 ff. 
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famous definition is the most conspicuous example, but there is 
no lack of political implications in other definitions. Stalin’s 
answer to the question, “‘what is a nation?” is certainly no excep- 
tion to this rule. In fact, it is the first precise formulation of the 
guiding principles which were later to determine the nationalities 
policy of the Soviet Union. 

The nation has been described by some authors as an objec- 
tive, by others as a subjective, phenomenon. Stalin definitely 
belongs to the objectivist school. His main exception to the 
Austrian doctrine was what he called its spiritualism. The char- 
acteristics which constitute a nation are, according to Stalin, 
community of language, community of territory, community of 
economic life and community of psychological make-up, the 
so-called national character. Time and again he emphasized that 
“none of the above characteristics is by itself sufficient to define a 
nation. On the other hand it is sufficient for a single one of 
these characteristics to be absent, and the nation ceases to be a 
nation. . . . It is only when all these characteristics are present 
that we have a nation” (pp. 8 ff.). 

This view determined the direction of Stalin’s attack on Otto 
Bauer’s definition of the nation as “‘the totality of people who 
are bound into a community of character by a community of 
fate.” 1° Stalin showed little patience for the subtleties of Bauer, 
who tried very hard to keep his theory free from the spiritualist 
tinge of bourgeois theories.4! But the question in which we are 
interested in this context is not whether Stalin’s attack on Bauer 
was well founded, but what his attack reveals concerning his 
. own philosophy. Stalin blamed Bauer for regarding the national 
character as the only constitutive element of the nation, and for 
assuming community of language, territory and economic life to 
be merely conducive to, and not altogether indispensable for, 
the formation of the national character and the existence of the 
nation. In particular, Stalin joined issue with Bauer’s and Ren- 





10 Otto Bauer, op. cit., end ed., pp. 113, 135. 
11 [bid., end ed., p. 121. 
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ner’s view that the community of territory, under modern con- 
ditions of communication, is no longer a necessary characteristic 
of the national community. 

The political implications of Stalin’s conception are most strik- 
ingly revealed by his remarks on the problem of whether the 
Jews are a nation. He was greatly concerned with this question, 
largely as a result of the Jewish Bund’s agitation for a federaliza- 
tion of the Russian Social Democratic Labor Party and for a 
constitutional and administrative reform that would recognize 
the Jews of Russia as a distinct national group and grant them 
cultural autonomy in the forms proposed by the Austrian 
socialists. 

In view of his definition, it is hardly surprising to find that 
Stalin declared that the Jews do not constitute a nation, since 
their fate has been dispersion rather than communal life, be it in 
linguistic, territorial or economic terms. Stalin did not, of course, 
mention religion as an element contributing to the formation 
and preservation of national groups. Neither secular nor religious 
Zionism finds any place in his philosophy of the nation. In 
Stalin’s own words (p. 12), the Jews are not a “real nation” but a 
“paper nation.” This judgment was doubtless due primarily to 
his intention to discredit the ideals and tenets of the Jewish 
Bund, which he considered the vanguard of nationalism in Rus- 
sia’s proletarian ranks. But the conclusion cannot be wholly 
explained in tactical terms. 

Stalin would hardly deny that national thoughts and sentiments 
may linger on in man’s mind long after historical events have 
destroyed a people’s collective existence, based on the elements 
that he enumerates. Nor could he reasonably deny that national 
ideas and feelings may strike root in individual minds and 
hearts long before such collective existence actually takes shape, 
if it ever does at all. But in either case, Stalin would definitely 
reject the notion that any government is under the moral or 
legal obligation to take cognizance of these scattered psychological 
facts, and to twist the individual threads into a collective texture. 
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To do so would in his view mean to maintain or to create an 
artificial national consciousness. 

As a matter of fact, one may wonder whether Stalin attributes 
genuine national consciousness even to what he himself calls a 
“real nation.” Only the class, not the nation, is for the Marxist a 
true social unit. Under capitalism the nation, he maintains, is 
split up into antagonistic classes; under socialism the nation will 
wither away like the state. It is the nationalist, not the socialist, 
who believes in the collective consciousness of the members of an 
ethnic group. The Marxist is rather inclined to see in that con- 
cept a capitalist ideology, like religion an opiate for the oppressed 
classes. In his view the intimacy of the relationship among the 
members of a particular ethnic group is due only to the linguistic 
tie, which distinguishes that group and sets it apart from other 
ethnic groups with other vernaculars. According to the socialist 
view the integrative effect of language imparts to an ethnic 
group a greater political importance than is found in religious 
groups, and makes for special political problems, essentially prob- 
lems of language policy. Stalin’s arguments indicate the same 
trend of thought. 

Stalin stressed that the nation is a historical phenomenon, 
which “like every other historical phenomenon is subject to the 
law of change, has its history, its beginning and end” (p. 8). 
Nations form and dissolve themselves in a continuous process of 
differentiation and amalgamation which runs through all his- 
tory. Stalin insisted that this process lies outside the province of 
government, and should be left undisturbed by governmental 
interference. The nationalities policy of the government of a 
multinational state should be guided by the laissez faire principle. 
This conception explains Stalin’s violent reaction against the 
device of “personal cultural autonomy” which the Austrian 
socialists advocated. It was this “subtle form of nationalism” 
(p. 33) against which Stalin wanted to take the field when he 
wrote his pamphlet in 1913. 

He disregarded the differences in Renner’s and Bauer's pres- 














178 SOCIAL RESEARCH 


entations of the scheme of “personal cultural autonomy,” and 
concentrated his attack on their common purpose and common 
technical proposals. Their avowed end was the preservation and 
cultivation of the various national peculiarities. Technically this 
purpose was to be achieved by the establishment of legislative 
and administrative units, each of which would comprise all the 
members of its particular ethnic group, regardless of their actual 
domicile, and would be endowed with full self-government in all 
matters relating to the national-cultural interests of its members. 
Stalin declared that this idea of institutionalizing the ethnic 
group is “entirely incompatible with social democracy.” The 
task of the socialist is not to stimulate nationalism, not to 
strengthen national distinctions, but to break them down and 
unite the population “in such a manner as to open the way for 
division of a different kind, division according to class.’ In 
Stalin’s view the form that best serves this purpose is regional 
autonomy, the autonomy of territorial units with an ethnically 
diversified population. Common, not separate, institutions pro- 
mote the spirit through which common purposes are achieved 
(pp. 57 ff). 

This rejection of the idea that ethnic groups as such have 
collective rights does not imply a denial of equal rights to the 
members of the various groups. On the contrary, the disassocia- 
tion of state and nation is matched by a disassociation of the 
citizen’s rights from his ethnic status. Laissez faire policy, be it in 
the economic or in the ethnic sphere, presupposes and implies an 
abstract conception of the citizen and his rights. Thus Stalin 
defined the equality of nationalities in terms of the equal rights of 
their several members. It is not surprising that in doing so he 
stressed the equality of language rights, such as the right of all 
alike to use in public and private their native language, and to 
receive their education in their mother tongue. This, to Stalin, 
is the one ethnic right for which the common man actually 
cares. By granting and enforcing it the government of the 
multinational state creates an atmosphere in which inter-ethnic 











mz 


—_ 


mh ,. |) = Lf 





—_— mw CD CD Go tet rll 


Ss — ~~ § we |S 0D CD 


= 


_—lUC<“‘isSZ = ~~ o=—_ ') > = — — 


2 











SOVIET NATIONALITIES POLICY 179 


relations are bound to grow more and more harmonious 
(pp. 18, 58). Linguistic autonomy, in Stalin’s view, brings about 
the de-politicization of nationalism and thus prepares the psycho- 
logical ground for the final amalgamation of the ethnic groups. 
Unification and amalgamation, rather than segregation and pres- 
ervation of the ethnic units which compose the multinational 
state, were Stalin’s ultimate aim. 

The endeavor to make use of common institutions in order to 
check separatist tendencies of the nationalities is even more con- 
spicuous in Stalin’s insistence on a single proletarian party. The 
example of the Austrian socialist party seemed to prove that 
federal organization along ethnic lines, once adopted as the basis 
of the party structure, will inevitably develop into national sepa- 
ratism. ““The type of organization,” Stalin remarked, with keen 
insight into the psychological effect of institutions, ‘influences 
not only practical work. It stamps an indelible impress on the 
whole mental life of the workers.” Therefore decentralization in 
the party, so far as it is necessary at all, should be based on ter- 
ritorial and not on ethnic units (pp. 59 ff.). 

One might expect that a philosophy which abhors the organiza- 
tion of nationalities for cultural purposes would condemn in even 
stronger terms the most radical manifestation of the nationalist 
spirit, that is, the claim of ethnic groups to political independ- 
ence. The right of nations to self-determination was, however, a 
much advertised point of the party program that the Russian 
socialists adopted in 1903. 

It would be a mistake to attribute this point of the party 
program solely to agitational purposes. To be sure, the slogan of 
self-determination fitted very well a policy that tried to mobilize 
all actual and potential foes of the regime for the overthrow of 
the czarist government. Indeed, the stimulating effect of this 
slogan on the border nationalities was evident when the hour of 
revolution finally came. Looking back upon the turmoil of 1917, 
Trotsky declared that the conflict of nationalities, which the 
Bolsheviks had so greatly helped to intensify, “cruelly shook the 
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February régime and created sufficiently favorable surroundings 
for the revolution in the center.” 

Nevertheless, the actual and the attempted secessions of the 
border nationalities from the Russian state, during and after 
1917, were to reveal also the risks involved in using this two- 
edged weapon. As a matter of fact, the wisdom of the slogan of 
self-determination was from the beginning a question of great 
controversy among the Russian socialists. It was opposed with 
particular vehemence by Rosa Luxemburg, the Polish socialist.’* 
But she failed to convince Lenin, for whom the right of self- 
determination was a principle that could not be outweighed by 
purely tactical considerations, at least not so long as the revo- 
lution had not yet brought him face to face with the threat of 
secession. The stubbornness with which he clung to this prin- 
ciple is another interesting indication of the curious mixture in 
Lenin’s mind of realism and utopian doctrinairism. 

National self-determination was for Lenin one of the essential 
conditions for that “withering away” of the state which would 
characterize the socialist epoch of human history. This “wither- 
ing away” can be expected, in his opinion, only after an amal- 
gamation of the constituent nations, which in turn is dependent 
upon a complete elimination of all national friction. And this 
elimination can be achieved “only when complete democracy is 
introduced in all spheres, including the fixing of state boundaries 
in accordance with the sympathies of the population, and includ- 
ing complete freedom of secession.” The transformation of 
capitalism into socialism through the proletarian state creates, 
according to Lenin, merely the possibility for the abolition of 
national oppression. The possibility becomes reality only if and 
when socialist mankind organizes its political units on the basis 
of consent. Therefore the right of self-determination retains its 
validity also for the socialist society. “This is the theory of 


12Leon Trotsky, The History of the Russian Revolution (New York 1934) vol. 3, 
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13 [bid., vol. 3, pp. 38 ff., and Souvarine, op. cit., pp. 135, 201 ff. 
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Marxism,” wrote Lenin in 1916, “from which our Polish col- 
leagues have mistakenly departed.” 1* 

When Lenin came to power shortly afterward, he did not hesi- 
tate himself to depart from this theory. ““The interests of socialism 
are indeed superior to the right’ of self-determination,” he 
declared in 1918.1° Nor was there any lack of arguments in the 
arsenal of Marxist theory to justify the new nationalities policy. 
But the fact remains that originally Lenin went very far in meet- 
ing nationalist demands. He was not afraid to ally the socialist 
cause with nationalism, because he was inclined to underrate the 
force and fervor of modern nationalism. He did not regard the 
latter as an equal partner, even less as a dangerous one. Nation- 
alism, he thought, would melt away in the fire of the socialist 
world revolution. Socialism wouid knit together again what 
nationalism might temporarily separate. 

Stalin too, in his essay of 1913, advocated the right of self- 
determination as an essential element in the solution of the 
national problem. But that right had no organic place in the 
theoretical framework of Stalin’s pamphlet. ‘The Mazzinian touch 
in Lenin’s conception of the function of the national state in the 
future socialist society was entirely absent in Stalin’s essay. In 
fact, Stalin expressly refuted the idea of a “division of humanity 
into nationally delimited communities” (p. 33). He opened up no 
grandiose vista of an era in which nationalism and socialism 
would be definitely reconciled; rather he kept his eyes fixed upon 
the stern realities which a socialist movement faces in multi- 
national surroundings, swept by a rising tide of national senti- 
ments. Trotsky has blamed Stalin for his “vulgar and pedantic 
separation of national form from social content in the revolu- 
tionary process, as though they constituted two independent 
historic stages.” 

The truth is that from the beginning Stalin saw more clearly 


14 Lenin, op. cit., vol. 19, pp. 50 ff., 268 ff. 
15 Souvarine, op. cit., p. 201. 
16 Trotsky, op. cit., vol. 3, p. 59. 
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than Lenin ever did, and weighed more realistically one against 
the other, the chances and the dangers for the socialist revolution 
which are inherent in the disruptive force of nationalism. Occa- 
sionally Stalin even used extremely harsh words against national 
self-determination. In 1921 he reminded the party congress that 
the party program of 1919 no longer spoke of “‘self-determina- 
tion—an absolutely vague slogan—but of a better minted and 
more clearly defined slogan—the right of nations to political 
secession.” But Stalin never went so far as Pyatakov, Dzerzhinsky 
and Bukharin, who flatly opposed the principle of self-determina- 
tion and thus drew upon themselves the charge of Muscovite 
imperialism.‘? 

In his essay Stalin purposely refrained from encouraging any of 
the movements for independence from Russia which were at that 
time gathering strength among some of the border nationalities. 
Certainly such independence would have to be accepted where 
and when it could not be prevented, if the socialist party did 
not want to follow the czarist policy of oppression. But the right 
of secession should not be the guiding principle in the solution of 
the national question. “The only real solution,” said Stalin 
(pp. 56-57), “is regional autonomy, autonomy for such crystal- 
lized units as Poland, Lithuania, the Ukraine, the Caucasus, etc.” 

Thus the right of the various nationalities to secede from 
Russia was not denied. But the actual policy of the party was to 
be determined by consideration not of the rights of nations but of 
the interests of the proletariat, as interpreted by the socialist 
party in accordance with the Marxist doctrine which puts the 
class above the nation. Or, to put it in Stalin’s own words (p. 19): 
‘The obligations of Social-Democrats, who defend the interests of 
the proletariat, and the rights of a nation, which consists of 
various Classes, are two different things.” 

The implications of Stalin’s doctrine of self-determination are 
obvious. In customary usage that term implies both the general 
principle that government should be founded on consent rather 


17 Souvarine, op. cit., p. 202; and Stalin, op. cit., pp. 106, 62 ff., 168 ff., 295, 301. 
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than on force, and the “principle of nationalities,” according to 
which every nationality is entitled to form its own state.’® But 
neither of these principles is given any effective weight in Stalin’s 
doctrine. In his view the legitimate interpreter of the rights 
that an ethnic group may and should claim is the proletariat, not 
the ethnic group as a whole or even its individual members, 
acting in accordance with their particular political convictions. 

It should not be overlooked that the liberal and democratic 
version of the right of self-determination has also its problematic 
features, and that the application of the principle is not always 
consistent with its pretensions. Still, the democratic processes of 
free plebiscite and free election are a certain corrective of any 
theoretical shortcomings and practical abuses—a corrective that is 
lacking in Stalin’s interpretation of the principle. To Stalin, in 
1913 and afterward, the proletariat meant the rulers of the party— 
and not the local but the central authorities of the party.’® 

Stalin’s doctrine of self-determination was clearly intended not 
to support the current interpretations, but to qualify them, and to 
transform a rigid principle into a matter of expediency. The 
actual policies of the soviets toward the secessionist nationalities 
amply illustrate the Bolshevist modifications of the doctrine of 
self-determination. Today the Communist party and its leader 
stand before the world as the restorer of a multinational empire 
which in 1917, and during the following years of civil war 
and intervention, threatened to fall apart under the assault of 
nationalist movements. 

Empires as such are neither good nor bad. The character of 
their dominion over men and peoples is determined by the pur- 
poses to which their power is put, and by the ways in which 
the power is exercised. Therefore, in order to know the actual 
position of the nationalities under the Soviet Union, we have to 
study the concrete manifestations of its nationalities policy. 


18 See Erich Hula, “National Self-Determination Reconsidered,” Social Research, 


vol. 10 (February 1943) pp. 1 ff. 
19 See Stalin, op. cit., pp. 64, 168 and 205, for his statements after the October 


revolution. 
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II 


The Soviet Union is not, and is not intended to be, a national 
state in the sense in which the word has come to be under- 
stood in central and eastern Europe. It is nationally neutral; 
that is, none of the many ethnical groups that compose its popu- 
lation, not even the majority group of the Great Russians, is 
legally recognized as a dominant nationality, or is granted the 
right to use the political machinery of the Union as “the exclu- 
sive instrument of [its] own national self-expression.” *° 

The time is long past in which the Soviet Union considered 
itself as the nucleus of a socialist world state, with its frontiers 
wide open to all workers of the world. The constitution of 1936 
confines the suffrage to the citizens of the USSR; even more sig- 
nificant, the soldiers of the Red Army no longer take their oath 
“in the presence of the laboring classes of Russia and of the 
whole world,” but bind themselves to defend their homeland, 
the USSR. The Soviet Union of today is an old-type state with 
definite territory and closed citizenship. 

Nevertheless, the Soviet Union is still an “inter-national” com- 
munity as regards the relationship among its component ethnic 
groups. Article 1 of the constitution of 1936 still defines the 
Union of Soviet Socialist Republics as “a socialist state of workers 
and peasants,” without circumscribing their nationality, and the 
very name of the Union still includes no reference to its ethnic 
elements. Its legitimacy rests not on any title of nationality, but 
on its claim to.be the instrument of a class. The Soviet Union 
regards itself as a class state, not a national state. 

Actually it is not so much a class state as a party state. This 
distinction is necessary, for the symptoms of a new social strati- 
fication have recently been increasing, and such strata as there 
are exist also in the party membership itself. In any case, the 
legally and actually privileged group which rules the country is 
the All-Union Communist Party. And in view of this political 


20C. A. Macartney, National States and National Minorities, published under the 
auspices of the Royal Institute of International Affairs (London 1934) p. 16. 
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reality, particular importance attaches to the fact that the pur- 
poses of the Communist party itself are related to all nationali- 
ties alike. The party wields its power over the Union not with a 
view to furthering the special interests of any of the many nation- 
| alities that live under its rule, but with a view to achieving 
social ends and to maintaining the unity of the political system. 
Accordingly it tries to steer a nationally neutral course and to 
insure, as the party program promises, “the fullest equality of 
all nationalities.” #4 
In point of fact the Great Russians have always been pre- 
dominant, as a result of their number, their geographical dis- 
tribution, their economic strength and their educational level, 
| and also because of deep-rooted historical traditions. As a result 
of their great weight the equality between them and the smaller, 
weaker and less advanced nationalities has for all practical pur- 
poses been merely a formal equality. Except for the Great Rus- 
sians, who constituted up to 1939 some 52 percent of the total 
| population of the Soviet Union, only the Ukrainians number 
more than go percent. The other minorities are hardly more than 
splinters, with little, if any, political weight of their own. The 
secession of the western provinces, after the last war, removed 
the nationalities that had the most intense national conscious- 
ness; even among the Ukrainians and Georgians national senti- 
ments have lacked the fervor and the political maturity of the 
nationalist movements of central Europe. In so far as the Soviet 
population, as a result of the secessions, was more homogeneous 
than that of the czarist empire, and the tensions among the 
remaining nationalities less acute, the natural hegemony of the 
Great Russians was even more assured after the revolution. 
The fact remains, however, that the Bolshevist regime has not 
attempted to maintain and strengthen by oppressive means the 
power proportions between the Great Russians and the other 


21 Point g of the program, under the heading “Relations of Nationalities.” The 
text of the party program, and other pertinent source materials, can be consulted in 
Samuel N. Harper, “Documents on the Government of the Soviet Union,” in 
Source Book on European Governments (New York 1937) Section V. 
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nationalities. There were even tendencies to go to extremes in 
leveling them down. Bukharin suggested at the Twelfth Con- 
gress of the party in 1923 that the Great Russians, as a “former 
great-power nation,” should not hesitate in making concessions to 
the national tendencies of the smaller ethnic groups, and in arti- 
ficially placing themselves “in an inferior position as compared 
with others’; only at such a price would they be able to “pur- 
chase the real confidence of the formerly oppressed nations.” ** 
Stalin and the other party leaders were not ready to pay this 
price.** But the opening up of new political chances, the indus- 
trialization of the most remote parts of the Union, the broaden- 
ing of education, and Moscow’s nationalities policy, which tried, 
with particular emphasis in the twenties, to promote national 
individualities and at the same time to integrate them into a 
highly centralized political system—all these developments could 
not fail to strike a new balance between Russian and non-Russian 
nationalities which at least in some cases was more favorable for 
the national minorities. 

A precise judgment on the actual policies of the party and the 
government is impossible, and not only because we are dealing to 
some extent with intangibles. It is obvious from the discussions 
on the national question at several public party gatherings that 
the policy of neutrality toward all nationalities and races has not 
always been generally accepted and enforced by all party and 
soviet officials. Time and again Stalin has condemned what he 
calls “creeping deviations” toward Great Russian chauvinism on 
the one side and local chauvinism on the other.** His scathing 
criticism of both types of deviators throws the most interesting 
22 Stalin, op. cit., p. 301. 

23 Stalin (pp. 168 ff.) ridiculed the “repentant mood” of Bukharin, who had been 
“sinning for years against the nationalities, denying the right of self-determination.” 
24 The term is from a report delivered at the Sixteenth Congress of the party on 
June 27, 1930 (Stalin, op. cit., p. 256), but the theme runs through practically all 
public utterances of Stalin that are contained in the cited volume (down to 1934). 
It should be noted that in this section the bibliographical references to Stalin, 


although they pertain to the same volume that contains his 1913 essay, are not to 
that essay but to later speeches, except where otherwise indicated. 
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1 light on the actualities of the national question in the Soviet 
. Union. It deserves careful study, particularly by those who are 
r inclined to become lyrical over an idyl which Stalin himself 


neither sees nor describes.” 
b These discussions destroy the illusion that the Soviet regime 


1 has succeeded in eliminating national strife from politics. Actu- 
‘ ally, no political system could have achieved so miraculous a 
2 success. In 1930 Stalin (pp. 256 ff.) even deplored “a certain 


accentuation of national friction,” due partly to the attempt of 
Great Russian party officials to continue in the border regions 
the imperial policy of Russification, rather than inaugurating a 
truly inter-national or supra-national course, and partly to the 
attempt of local nationalism to isolate itself and shut itself up 
within its own shell instead of cooperating with Great Russia in 
the work of socialist construction. Thus in the Soviet Union, 
too, both extroverted and introverted nationalism seem to have 
been active, with all the evil consequences that we know from the 
history of modern nationalism elsewhere. 
Stalin’s speeches in the twenties abounded with illustrations of 
the Great Russian zeal of party and soviet officials. In 1923 
(pp. 180, 182) he criticized the Great Russian deviators for prac- 
ticing in the border regions a “policy of splitting the population 
from above,” and for “thinking that Russian models can be 
transplanted to a specifically national milieu without regard for 
the customs of the population and for the concrete conditions”; 
also he objected to the activities of Marxist cadres that were 
unconnected with the native masses of the local regions. Great 
Russian nationalism appears to have continued, however, for 
seven years later Stalin spoke of “an endeavor to ignore national 
differences of language, culture and mode of life’’ and “‘to under- 
mine the principle of national equality” (p. 256). 

In the thirties Stalin began to concentrate his attacks upon the 
excesses of the non-Russian nationalities, but this does not mean 


25 See, for example, Louis Fischer, “Under the Soviet Rainbow,” Survey Graphic 
(February 1944) pp. 95 ff. 
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that Great Russian nationalism had meanwhile spent its fervor. 
It indicates, rather, that Stalin himself had shifted his position, 
though without changing his principles concerning the national 
problem and his belief in the wisdom of disassociating party and 
government from ethnical considerations. Commenting in 1934 
on a controversy among party members as to whether Great 
Russian nationalism or local chauvinism represented the more 
dangerous deviation from true inter-nationalism, Stalin declared 
that the major danger was “the deviation against which one has 
ceased to fight and has thus enabled to grow into a danger to 
the state’ (p. 268). The formula still upheld neutrality, but 
actually it was directed primarily against Ukrainian nationalism. 
Hitler’s rise to power was throwing its lengthening shadow also 
over the national problem in the Soviet Union. 

The new nationalities policy was the more painful for the 
Ukrainians as they had hitherto enjoyed a comparatively 
privileged position.*® In the twenties considerations of foreign, 
domestic and economic policy had combined to induce party 
and government to a generous attitude toward the Ukrainian 
cultural movement. A letter which Stalin addressed in 1926 to 
the Central Committee of the Communist party of the Ukraine 
tells an interesting and typical story (pp. 228 ff.). The party 
bosses at Moscow had originally decided to ride the crest of the 
rapidly rising Ukrainian movement, and thus to gain control of it. 
But difficulties soon arose. Politically reliable Ukrainian com- 
munists who were able and willing to handle the delicate job of 
pushing the cultural movement and at the same time applying 
the brake to it were not very numerous. On the other hand, the 
Great Russian party and soviet officials were “imbued with a 
spirit of irony and scepticism towards Ukrainian culture and 
Ukrainian social life.” In his letter Stalin tried to teach the 
Great Russian and the Ukrainian deviators a lesson in the true 
Leninist conception of ethnic culture and Soviet politics. But he 
seems to have failed, for some years later he turned to severe 


26N. Basily, Russia under Soviet Rule (New York 1938) pp. 155 ff. 
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repressive measures against the Ukrainian movement. Ukrainians 
' were to figure prominently among the victims of the purges 
| which in the thirties shook party and country. 

| In spite of the oscillations of the official nationalities policy 
and the Great Russian deviations from inter-nationalism the 


Communist regime has made enormous strides toward develop- 
} ing in the non-Russian regions ‘a press, schools, theatres, clubs, 
| and cultural and educational institutions generally functioning in 
the native language.” ** The regime prides itself particularly on its 
) tolerance toward the local vernaculars, and on its initiative in 
; scientifically promoting their further development. But even in 

the heyday of the policy of assisting and supporting the differ- 
entiation and development of national cultures, the inspiring 

ideal was not a genuine cultural pluralism. As a matter of fact, 
; the fusion of the national cultures of the whole world into a 
j single socialist culture, uniform both in form and in content, 
» was the openly avowed ultimate aim of the revolution. During 
/ : the transition period between capitalism and advanced com- 
munism the national cultures were expected to be distinct in 
) form, but identical in their socialist content. The Great Russian 
> deviators, tired of the concessions to the national minorities, 
even tried to utilize passages from Lenin’s writings in order to 


justify an immediate fusion of all ethnical elements composing 
the Union, a fusion into a socialist-Muscovite civilization.?* 
- Bolsheviks are not romantics. They do not set an absolute 


f value on historical individualities, matured into nations. National 
r language, folklore, customs and traditions have for them no 
, intrinsic worth. The Bolsheviks conceive the nation not as an 
organic entity, mysteriously growing and decaying, but as a 
l mechanism of aggregate elements which can be joined and taken 
asunder like the parts of a hydroelectric power plant. Personal 
attachment and loyalty to a national group have for them as 


27 See the resolution on the national quesiion passed by the Tenth Party Con- 
> gress in 1921, reprinted in Stalin, op. cit., pp. 259 ff. 

28 Stalin, op. cit., pp. 198 ff., 210 ff., 230 ff., 257 ff. See also M. Chekalin, The 
National Question in the Soviet Union (New York 1941) p. 17. 
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strong connotations of superstition as has religion. Both, they 
think, will evaporate with capitalism, which has produced and 
utilized them for its sinister purposes. At present, however, the 
politician, and in particular the builder of a socialist world, has 
still to reckon with them. The Bolsheviks always abhorred 
national oppression. But they hated it not so much for the sake 
of national values and ideals as because they believed that it 
would perpetuate what under a system of tolerance, or rather 
indifference, would rapidly wither away. Suppression of the native 
language always seemed to them especially obnoxious. 

The apostles of the principle of nationalities believe, or at least 
want to make others believe, that every man irresistibly desires 
the political union of all those who speak the same language. 
The facts of history clearly disprove this thesis of the nationalist 
intellectuals. And the Bolsheviks never adopted this creed. In 
his essay of 1913 on the national question Stalin emphatically 
maintained that a national minority longs not for political union 
with its co-nationals, but for the right to use its native language 
and to possess its own schools. “Give it these liberties,” he 
declared (p. 58), “and it will cease to be discontented.” 

Thus the liberal language and school policy of the Soviet 
regime was inspired by the hope that it would deprive nation- 
alism of its psychological basis. Moreover, what really mattered 
was not the language in which communist doctrine was preached 
and perceived, but its content. Whatever the vernacular, it could 
be used as “‘a tool of communist enlightenment of the working 
masses,” to use the words of a resolution which the Central Com- 
mittee of the Communist party passed in 1919 on its Ukrainian 
policy.*® Finally, the speediest way to enable the peoples of the 
Union to run machines and tractors, and to master the technique 
of mechanized, total war, was to teach them how to read and 
write in their vernaculars.*° The pluralist method was thus made 


29 Walter Russell Batsell, Soviet Rule in Russia (New York 1929) p. 213. 
30 Edward Mead Earle, “Lenin, Trotsky, Stalin: Soviet Concepts of War,” in 
E. M. Earle, Makers of Modern Strategy (Princeton 1943) p. 338. 
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to serve the uniformity of a totalitarian dictatorship and a tech- 
nological civilization. The method was for that no less laudable; 
but it is its end with which we are here concerned. 

The significance of the nationalities policy of the Soviet regime 
lies not in what it has done for the national collectivities, but in 
what it has done for their individual members. As a matter of 
fact, the equal rights that the revolution has proclaimed belong 
not to the nationalities as such, but to the individual citizens, as 
members of their respective national groups. National equality 
has a negative rather than a positive content—the prohibition of 
legal discrimination against anyone for reasons of nationality. 
Article 123 of the constitution of 1936 is an exhaustive statement 
of this conception. “Equality of rights of citizens of the USSR,” 
says the constitution, “irrespective of their nationality or race, in 
all spheres of economic, state, cultural, social and political life, is 
an indefeasible law. Any direct or indirect restriction of the 
rights of, or, conversely, any establishment of direct or indirect 
privileges for, citizens on account of their race or nationality, as 
well as any advocacy of racial or national exclusiveness or hatred 
and contempt, is punishable by law.” 

It might be said that Article 123 should be dismissed as mean- 
ingless in view of the dictatorial character of the Soviet regime, 
the very essence of which is the legally and actually recognized 
and enforced privileged position of the Communist party and 
the precarious tenure of any individual rights, political or 
civil. Moreover, quite apart from the political character of the 
regime, it may be safely assumed, human nature being what it is, 
that the realities of Soviet life are not altogether in accordance 
with the high-sounding principles of the constitution. We know 
the discrepancy between ideal and reality from the party con- 
troversies over the deviations from the inter-nationalist party line. 

The principles of Article 123 are nevertheless of practical 
importance. The Communist party is a privileged group, but it is 
at the same time an inter-national group. It started out as a 
political sect, and turned more and more into an administrative 
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institution. Both as a sect and as an Amtsadel of a socialist society 
it is open to members of all races and nationalities. The political, 
administrative and industrial key positions in the country are 
held by non-Russians as well as by Russians. The Georgian 
origin of Stalin is generally known. But there are many other 
examples of non-Russian party bosses and industrial managers 
who share in shaping policies and wielding power for and over 
the Union. And this inter-nationalist climate of the country 
undoubtedly benefits also those who are not admitted into the 
ruling group. The opportunities that are open to them are, on 
principle, equally open to all, regardless of national origin. 

Far from promoting cultural variegation, this equalitarianism 
of the regime, combined with and strengthened by its social 
equalitarianism, has prepared the psychological ground for an 
amalgamation of the nationalities of the Union. The dynamic 
forces released by the revolution itself worked the same way. 
Men were tossed about in the melting pot of the revolution like 
stones in an erupting volcano. Old ties were broken and new 
ties, cutting across national boundaries, were formed. The policy 
of equalizing the territorial distribution of industry, the mechani- 
zation of agriculture, the compulsory migrations, have shifted 
and blotted out cultural as well as administrative borderlines— 
though the natural weight of the elements that were thrown 
into this process was so unequally balanced that the Great Rus- 
sian streak has inevitably predominated also in the new pattern. 

And there is another factor that has hindered the develop- 
ment of national cultures. Cultural autonomy, if it is to be a 
real thing, presupposes that the political authorities recognize an 
independent, at least relatively independent, sphere of life, in 
which freedom reigns and conscience decides. To distinguish the 
religious, cultural and political spheres, and to keep them prop- 
erly apart from one another, is a task that has perplexed many a 
political philosopher. There are involved in this problem ques- 
tions of the deepest concern to mankind, not the least among 
them being the exclusive and at the same time complementary 
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relationship between spirit and force as the agents that mold and 
destroy society and state. Total revolutions have never bothered 
about these subtle distinctions; at most they have taken them to 
be of purely opportunist character. The communist revolution 
was no exception to this rule. 

Any cultural rights that the Soviet regime grants to the mem- 
bers of its various nationalities are therefore considered to be 
revocable, without notice, on political grounds. Needless to say, 
the party is sovereign arbiter on the question whether any cul- 
tural activity has turned or may turn into political activity, and 
should therefore be stopped by punitive measures. Praise of 
cultural autonomy and condemnation of the “ludicrous and 
non-Marxist attempt to divorce culture from politics,” as Stalin 
once characterized the philosophy of the Ukrainian cultural 
movement (p. 230), can therefore be found side by side in the 
writings and public utterances of the representatives of the 
regime. Nothing more clearly reveals the purely political con- 
siderations, changing from one moment to the other, which 
govern Soviet cultural policy, than the orders and counter-orders 
regarding the latinization of the alphabet of some of the local 
vernaculars. 

Being themselves unsurpassed masters in establishing and main- 
taining political cells in any kind of organization, political or 
non-political, the communists want to err on the safe side. In 
case of doubt as to the actual ends of allegedly cultural organiza- 
tions and activities, they therefore presume politics rather than 
culture. Historical experience also recommends such a cautious 
attitude. Modern political nationalism has grown out of what 
were originally purely cultural movements. The nationalist age 
was heralded in by such seemingly innocent pastimes as “an eager 
delving into national history and philology; the collection of 
legends and folklore, the compilation of grammars and text- 
books,” *! and it culminated, if it can yet be said to have cul- 
minated, in the dismemberment and convulsion of the great 


81 Macartney, op. cil., p. 94. 
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multinational empires of the Ottomans, the Hapsburgs and the 
Romanovs. Russia was mutilated badly enough by the politiciza- 
tion of the nationalist movement, and the communists have not 
wished to expose her unnecessarily to further dangers of that kind. 

The intention of preventing innate national sentiments from 
rising to the pitch of political nationalism has obviously guided 
the Soviet leaders also in shaping the organizational structure 
of the Union and its component parts. A certain degree of leg- 
islative, administrative and judicial decentralization is indispens- 
able, even under a system of government with highly concen- 
trated political power, particularly if it is of such huge territorial 
dimensions as the USSR. The very purpose of assuring the gov- 
ernment the greatest possible administrative efficiency cautions 
against going beyond the managerial optimum of centralization. 
Psychological considerations point the same way. Men are likely 
to be more restive under an alien rule, even if it is not a nation- 
ally alien rule, than under a harsh rule by men with whom they 
are for one reason or another familiar. The communists have not 
been indifferent to such susceptibilities. 

Stalin’s fight against the Great Russian chauvinists in the party 
was inspired by these very considerations. But the attempt to 
help the non-Russian peoples “to develop and consolidate their 
own courts, administrative bodies, economic organs and govern- 
ment organs, functioning in the native language and recruited 
from among local people acquainted with the customs and 
psychology of the local population” ** was undertaken against 
tremendous odds. The stubbornness of the Great Russian nation- 
alists was only one of the obstacles and, at least in the most 
backward regions, not even the gravest obstacle to be overcome. 
“The acute shortage of intellectual forces of local origin in the 
border regions, the shortage of instructors in every branch of 
soviet and party work without exception” (p. 85) is a constantly 
recurring theme in Stalin’s speeches of the twenties. This short- 


32 See the resolution on the national question passed by the Tenth Party Con- 
gress in 1921, reprinted in Stalin, op. cit., p. 259. 
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age would have been bad enough if the regime had not at the 
same time embarked upon a policy of integrating all parts of 
the Union with the greatest possible speed into the far advanced 
economic system of central Russia. According to Stalin’s figures 
(pp. 94 ff., 108 ff.) there were in 1921, out of 65 million non- 
Russians, no less than go million who were still living under 
pre-capitalistic conditions, some 8 or 10 million even as nomadic 
pastoral tribes. 

No wonder that the Marxist cadres that ruled over those 
regions were at first composed practically entirely of Great Rus- 
sians. Only as the educational policy of the regime created a 
native intelligentsia could a system of the type known in colonial 
administration as indirect rule develop, making use of native 
personnel in executive positions. How far this system has actu- 
ally been practiced by the central authorities it would be difficult 
to find out. The composition of the administrative personnel 
seems to be still a far cry from the ideal proclaimed by Stalin in 
1920, that such personnel should be recruited principally from 
among the native peoples.** 

The tendency to check rather than to further the blossoming 
of national sentiments accounts also for the fact that the ter- 
ritorial units of government are planned in such a way that 
they do not completely coincide with the ethnical stratification of 
the population. To be sure, the Soviet regime has gone much 
farther than the imperial government ever did in approximating 
the administrative-political set-up to the national structure of the 
population, at least in the southeastern and eastern parts of the 
country. But the fact remains that neither the Union republics 
nor their territorial subdivisions are ethnically homogeneous. In 
none of the Union republics does the autochthonous population 
amount to more than around 8o percent of the total. Even more 
striking is the ethnic mixture in the autonornous republics; 


33 Stalin, op. cit., p. 84. Wendell Willkie, One World (New York 1943) p. 97, offers 
interesting observations on the situation in the Yakutsk Autonomous Soviet 


Socialist Republic. 
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some of them derive their name not from the majority, but 
from a minority group. 

In view of the mixture of races and nationalities in the Soviet 
Union it would doubtless be impossible, for practical reasons, to 
achieve a division of governmental units that would coincide 
with the ethnical divisions—unless a transfer of national minori- 
ties were attempted. Moreover, administrative-political areas that 
might satisfy national demands would not necessarily serve best 
the purposes of economic administration, which are those most 
likely to prevail under a system of government-planned econ- 
omy. But these reasons alone do not fully explain the actual 
administrative-political structure of the Union. The decisive 
reason lies in the communists’ nationalities philosophy in par- 
ticular, and in their philosophy of power in general. 

It is not their intention to organize the nationalities of the 
Union; their intention is to organize the proletarian class and 
its political vanguard, the party, both of which cut across ethnical 
boundary lines. Their purpose is not to stimulate the nationalism 
of the various ethnic groups by strengthening ethnical partitions, 
but to break down such partitions by straining the thinking and 
feeling of Soviet citizens into a frame of reference more com- 
prehensive than the single ethnic unit. Considerations of power 
politics, which loom large in the domestic policy of the Soviet 
leaders as well as in their foreign policy, point in the same 
direction. To prevent the formation of any power nuclei which 
might one day become able to compete with the established 
power, by attracting loyalties and gathering physical strength, is 
the main concern of any totalitarian dictatorship. If it has to 
operate a multinational empire it will be particularly suspicious 
of ethnic power groups, potential as well as real. 

It is in this light that Soviet federalism, too, should be judged. 
Federalism as we know it in the western world means divided 
loyalties and divided powers. Neither is compatible with the 
basic conceptions that prevail in the Soviet Union. To be sure, 
if a totalitarian regime stays in power long enough to see its 
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revolutionary doctrines transformed into “inevitable categories of 
the human mind,’’** if one generation after the other has grown, 
organically as it were, into the new political, administrative, 
cultural and economic pattern of life which the revolution has 
created, then, but not earlier, what was first merely a legal form 
without content may become a political reality. The Marxist 
theory of the withering away of the state is a utopia. The wither- 
ing away of autocracy and its replacement by milder forms of 
government have occurred time and again in human history. 
Nobody is able to foretell whether and when this will happen 
also to Lenin’s and Stalin’s dictatorship. But we can say, on the 
basis of the available evidence, that it is not yet in the shaping, in 
spite of the constitutional reform of February 1 of this year. A 
real change of the power relations between Union and republics 
would have to be heralded in not by reforms of the structure, 
but by a loosening of the party clamps that hold the Union 
together, not to speak of the highly centralized punitive agencies. 

If we want to understand the actual working of a political 
system we have to look into its extra-constitutional institutions no 
1 less than into its constitutional machinery: it was Bryce’s mas- 
terful description of the political parties that first revealed the 
realities of American democracy. And similarly, we cannot 
realistically appraise the federal system of any country without 
relating it to the party system. American federalism, both its 
essence and the changes it has undergone in the course of time, 
can be stated in terms of the history and organization of the 
American parties. That governmental federalism is stiil more 
than a name in this country is due, among other reasons, to the 
federal structure of the parties. On the other hand, the very fact 
that the Communist party of the Soviet Union is, in the words of 
the preamble to the party rules, “a unified militant organization 
held together by conscious, iron proletarian discipline,’ sets 
Soviet federalism far apart from what the term signifies in demo- 
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cratic countries. Even in purely legal terms the Communist party 
is a constitutionally recognized institution (Article 126). 

What was said above about the native personnel in the soviets 
of the larger and smaller subdivisions of the Union is true also of 
the party leadership and party bureaucracy. Party and state are, 
after all, closely tied together by a kind of personal union. But 
the hierarchical and centralized structure of the Communist 
party weighs even more heavily upon the Soviet federal system. 
Though the official rules of the Communist party can hardly be 
assumed to reveal to the outsider the arcana imperii of the 
Soviet Union, they are suggestive enough of the firm grip which 
the party leadership holds on party and state. 

Article 33 of the party rules declares it to be one of the func- 
tions of the Central Committee of the Communist party to 
direct the work of the central Soviet organizations through the 
party groups in them, thus clearly proclaiming the subordination 
of the state to the party. No less outspoken are the party rules on 
the relationship between local and central party units. The 
“democratic centralism” which is to be “the guiding principle of 
the organizational structure of the party” signifies, according to 
Article 18, “the absolutely binding character of the decisions 
of the higher organs upon the lower organs and upon the party 
members.” The autonomy of the party organizations “in decid- 
ing local questions” is qualified to the extent that such decisions 
must not conflict “with any decision of the party” (Article 20). 
Articles 23 and 24 specify the rungs of the party hierarchy, and 
expressly state the subordination of the party organizations of 
the several Union republics to the party organization of the 
Union. Finally, the strict prohibition, under severe sanctions, of 
“factional groupings which break the unity of the party’ covers 
also local dissensions and groupings (Articles 57, 58).*° 

As long as these party rules are maintained and enforced—and 
there are no indications to the contrary—the practical significance 
of any enlargement of the constitutional rights of the Union 


35 Harper, op. cit., Section V, pp. 34 ff. 








nT 


SOVIET NATIONALITIES POLICY 199 

y republics is highly problematic. But the constitutional reform of 
last February is not therefore altogether meaningless. 

iS The decree of February 1, drafted by the central authorities of 
yf the Communist party and enacted by the Supreme Soviet, estab- 
°s lishes the right of the Union republics to organize military 
it formations, through their own agencies, and to participate, 
st through their own agencies, in the conduct of foreign policy. But 
L. the respective commissariats of the Union republics, both the 
e commissariats for defense and the commissariats for foreign 
2 affairs, are constituted by the decree not as republican commis- 
h sariats proper, but as so-called ‘““Union-Republican People’s Com- 


missariats,” which are under the terms of the constitution strictly 
o subordinated to the respective commissariats at Moscow. Thus in 


O constitutional terms the reform means that in future the respec- 
€ tive authorities at Moscow may act, both in the field of military 
n policy and in that of foreign affairs, through corresponding agen- 
n cies in the capitals of the Union republics. The sovereignty of 
e the Union over foreign and military affairs remains undivided. 
f The Union has merely been legally authorized to allow the Union 
O republics to share in its exercise. 
S The political meaning of constitutions and constitutional 
y amendments can never be exhaustively stated in purely legal 
- terms. The reform of February 1, 1944, is undoubtedly another 
S dexterous move of Stalin on the nationalities chessboard of the 
. Soviet Union. From 1932 onward Great Russian nationalism 
d had been in the ascendant. The February decree may indicate 
f that the Great Russian tide has begun to recede again. The 
c meaning of the decree in terms of foreign policy is easier to | 
f guess. In 1930 Stalin justified his benevolent policy toward the 
$ Ukrainians and White Russians by pointing out (p. 266) that 
there are a Ukraine and a White Russia not only in the USSR 
1 but also “‘in other states.” Two years later he reversed his benevo- 
e lent attitude and turned to a policy of suppression. One is entitled 
; to assume that the attempt of today to present to the democratic 


world the Union republics in general, and the Ukrainian republic 
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in particular, in the garment of independent statehood is due to 
similar considerations of foreign policy. 


Indeed, the flexibility of the nationalities policy of the Soviet 
Union has always been amazing. In view of the cataclysmic 
events that the Union has gone through since November 1917 
one may wonder, however, whether the basic consistency of 
that policy is not even more amazing. Its intellectual ground- 
work, as we have seen, was laid before the revolution, in the early 
Bolshevist writings. Although the Marxist phraseology has in the 
meantime given way to old-fashioned Russian patriotism, the 
nationalities policy of the Soviet Union seems to be still an 
application of Stalin’s principles of 1913. Or to put it the other 
way around, Stalin’s essay on the national question, published 
more than thirty years ago, still reads like a commentary on 
the present nationalities policy of the regime. The policy of the 
thirties, which furthered ethnic amalgamation rather than the 
development of national individualities, is even more in accord- 
ance with Stalin’s original propositions than the policy of ethnic 
differentiation which was pursued up to 1932. The basic con- 
sistency of these policies, through their various oscillations and 
deviations, is one of methods and processes as well as of ends. 
They can be summed up and characterized as an attempt to 
assert the supremacy of the ethnically neutral class, party and 
state over the national group, and to achieve the solution of the 
national question in the Soviet Union by de-politicizing it. 

This attempt suggests a striking and instructive historical 
parallel, encouraging and discouraging at the same time. The 
religious question played as much havoc with the Europe of the 
sixteenth century as the national question does with present-day 
Europe. The unity of the Catholic Church was gone, and the 
unity of the secular state not yet achieved. In fact, it seemed 
impossible ever to achieve it, as long as religion and politics 
remained inextricably tied up with one another. For there was no 
room for the Catholic believer in the Protestant state, nor for 
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the Protestant believer in the Catholic state. The unity of the 
religious state could be established only by the physical extermi- 
nation of the religious minority or by transferring that minority 
into the state of its co-religionists. It was in this situation that 
the politiques began to advocate the disassociation of religion 
and politics, implying, for the citizen, “the duty of loyalty to a 
sovereign of a different religion,” and, for the sovereign, “the 
wisdom if not the duty of toleration.” ** Religious peace was to be 
effected and maintained by turning religion into an individual 
quality, and by recognizing the supremacy of the unitary, reli- 
giously neutral state. Thus religious peace was bought, but at a 
high price, paid in religious and political values. Europe was to 
enter the period of cultural secularization and the absolute state. 

Today nationality and politics are inextricably tied up with 
one another. The principle of nationalities, which has been in 
the ascendant during the last hundred years, inherently denies 
moral validity to the multinational state, although that is the 
only possible state in Europe’s belt of mixed populations. It 
tends to deny, for the citizen, the duty of loyalty to a govern- 
ment of a different nationality, and, for the government, the 
wisdom and duty of national toleration. The apostles of the 
principle of nationalities insist that the unity of the state can be 
established and maintained solely in the form of the uni-national 
state. Accordingly they recommend either the physical extermina- 
tion of the ethnic minority or its transfer into the state of its 
co-nationals. 

The politiques of today who offer a solution of the national 
question on the pattern of the de-politicization of religion some 
centuries ago are the Bolsheviks. The price demanded is even 
higher than the one that was paid for religious pacification. 
Whatever the price, however, the offer is a challenge to the 
democracies not to be satisfied with claiming freedom, but to 
give it form and content. 


36 John Neville Figgis, Studies of Political Thought from Gerson to Grotius, 
1414-1625 (Cambridge, Eng., 1931) pp. 96 ff. 














THE CENTRAL THEME IN THE 
HISTORY OF ECONOMICS’ 


BY EDUARD HEIMANN 


ewe was no economic theory before there was a specific 
problem for it to deal with. This economic problem must not be 
confused with the general economic task which every society in 
history has always had to solve: allocation of the supply of labor, 
limited in quantity and productivity, and of scarce resources, to 
the service of the most important among the innumerable needs 
of the society. 

This task requires, before the technical procedure of alloca- 
tion, the establishment of a hierarchy of needs: which of them 
are most important? Since the needs of different persons are not 
naturally commensurable, they must be made commensurable, 
and arranged in some order of importance, by the historical 
society in every Case. 

Logically the dual task of organization and allocation can be 
solved with one stroke in an authoritarian planned economy, 
which by its very nature, by its particular social structure, estab- 
lishes a hierarchy of needs by establishing a hierarchy of persons 
and groups, and regulates production in proportion to those 
needs. Varying forms and sizes of authoritarian planned economy, 
with undeveloped techniques of production and administration, 
fill most of world history. In this stage there is no autonomous 
science of economics, because there is not even a relative auton- 
omy of economic life; economic considerations are subsumed 
under the heading of moral and political science. 

It is only the alternative organization, the free authorityless 
economy, which poses the specific economic problem: how to 
establish the logically required hierarchy of needs, and allocate 


1 This article is an abstract of a book by the author on the history of economic 
doctrines, now in manuscript. 
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resources in proportion to the order thus established, in an 
unorganized, unregulated economy. Obviously this problem 
could be solved only on the assumption of a preordained har- 
mony, which would permit the achievement of order through 
liberty, instead of through authority. The new approach was in 
exact analogy with, and was stimulated by the triumphs of, 
natural science, which is the science of the law and harmony of 
nature. 

The natural libertarian economy did not, needless to say, come 
into being at one stroke; it took centuries to develop, in mer- 
cantilism, under the tutelage of the state. Mercantilism, however, 
was a system of economic policy rather than an economic system. 
And only as its supersession by the laissez faire system came into 
sight did the specific economic problem of order through liberty 
become understood; and only then was economic theory initiated 
to answer that problem. 

It follows that economic theory is the doctrine of the system of 
free enterprise, and originally of nothing else. It is a historical 
‘discipline, in this specific sense of the word, emerging at a certain 
moment and bound to be reabsorbed into a more comprehensive 
and complex structure of social science as the system of free 
enterprise is transformed and absorbed into a more centralized 
structure, with a complicated mixture of central and local con- 
trols. Taking the Russian economy as one of the logically possible 
examples of future economic organization, one can see the mix- 
ture, and the partial role to which economic theory is thereby 
reduced, as compared with an age which claims that virtually all 
economic problems are problems of economic theory, that is, of 
decentralized controls. 

The fact that economic theory arose as a program of a desired 
reality, rather than as a description of an existing reality, does 
not contradict this statement. It arose when the elements of that 
desired reality were all assembled to make its realization possible. 
The program it embodies was then only the logical completion 
and consummation of an incomplete reality. 
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Economic theory in the hour of its emergence took two different 
forms, whose mutual opposition has determined the entire course 
of its development down to our own day. They are circular flow 
theory and price theory, as represented by Quesnay and Adam 
Smith. That struggle cannot be explained in terms of opposing 
economic interests, but is purely methodological in origin. This is 
not to deny that the political implications of the two approaches 
are most far-reaching. But an idea survives its author and may 
outlive his intentions; it will then reveal its full implications only 
gradually. And there is no doubt that Quesnay and Smith, in 
their own day, represented the same bourgeois interests. ‘The 
formula of the Quesnay school, laissez faire, gave the entire era 
its name and fully coincides in content with Smith’s proposition 
that an invisible hand leads us to achieve an end which was no 
part of our intention; both teach the doctrine of order through 
liberty—the order preorganized in separately acting economic 
men. 

Quesnay’s circular flow theory was derived from the physio- 
logical doctrine of the circulation of blood in the living organism. 
Just as the blood passes through many different organs, changes 
its composition in the process by giving up certain materials to 
specific organs and receiving others from them, and returns to 
any of these organs in exactly the same composition it had at its 
preceding arrival at the same place, so it is with the circulation of 
wealth in the organism of economic society. Wealth is created, 
transformed and distributed during its circulation through the 
organs of economic society, and is reproduced in the original 
composition at the end of the circuit—which implies that the 
law of a specific proportionality is strictly observed throughout 
the unending transformation. 

Quesnay’s idea clearly is one of a static system, to replace the 
piecemeal dynamic theories that preceded it. That this repre- 
sented tremendous progress should not be doubted on the ground 
that the reality to be explained is dynamic. The piecemeal 
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theories of the preceding period were dynamic, but their piece- 
meal character made it impossible even to prove that an autono- 
mous economic system can live and reproduce itself from day to 
day—a proof that is essential before proceeding to the proof that 
: the system can grow. The quasi-automatic reproduction of strict 
proportionality in the laissez faire system is the thesis of the 
Tableau. 

Adam Smith’s price theory was designed to supplant rather 

than merely to supplement the doctrine of circular flow. It teaches 
that proportionality is established by the free fluctuations of price, 
an excess supply being absorbed, and its reproduction discour- 
aged, by falling price, which entails a loss, and a short supply 
being rationed, and more production encouraged, by a rise of 
price and profit. In this manner price always fits special mag- 
nitudes into the requirements of the system. 
y It is true that in fairness to Smith one has to qualify this state- 
; ment. The one thing that he was farthest from teaching was the 
coincidence of private and public interest, an idea that public 
prejudice associates with his name to this day. His central thesis 
was that “the hunger for profit conflicts with the public interest.” 
He inveighed against “infamous covetousness,” and declared that 
) “people of the same trade seldom convene without their enter- 
tainment ending in some conspiracy against the public’; and one 
could cite innumerable other passages in the same vein. The gap 
between these judgments and the emphasis on price as the regu- 
latory device is bridged by the concept of competition, which 
. occupies the central position in Smith’s system. Competition 
among free individuals is the providential set-up which canalizes 
the always ill-intended private interest into the service of the 
public interest. Once competition is given, price cannot fail 
to regulate economic life by establishing the required propor- 
tionality. And since competition was given, Smith did not bother 
about the effectiveness of price in so regulating economic life. 

The contrast between the two approaches can be summarized in 
the words that Quesnay taught the exchange and transformation 
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of qualitative aggregates, while Smith taught price as the formal 
mechanism of regulation in which special qualities are wiped out. 

Smith eclipsed Quesnay for more than 150 years. The reason is 
easy to understand. He explained why the circular flow succeeds, 
and demonstrated the mechanism of regulation, while Quesnay 
only described the circular flow. Since Quesnay and Smith had 
the same mechanism in mind, there was no contradiction in fact 
between the two approaches. 

Soon, however, the contrast became apparent. It can be under- 
stood as the contrast between a physiological and a_ physical 
analogy, and the question immediately arises as to which of the 
two is more adequate. Since the two theories envisaged the same 
mechanism of regulation, and since that mechanism has not 
proved infallible, a criterion for judging between them may be 
the extent to which each theory regarded the mechanism as fal- 
lible. In the light of this criterion the biological approach may be 
said to be more reserved: health can fail and demand a doctor to 
supervise it; mechanical law, however, cannot fail. The con- 
sequence is that Quesnay’s method has been adopted by critics of 
the laissez faire system, Smith’s method by its defenders. 

This interpretation of the two methods must be documented 
from the writings of the two schools of thought. 

Quesnay said, for example, that if workers consume too little 
the result will be a diminution in “the reproduction of goods 
and the income of the nation’’—a direct conclusion from the idea 
of proportionality of essentially different qualitative aggregates. 
He warned against the formation of money fortunes and against 
capital export, lest “the distribution of incomes stop”; and in a 
most modern elaboration of this idea he explained that “sterile 
savings are withdrawn from income and circulation.” Turgot 
too was afraid of a “disorder in the sequence of expenditures.” 
Quesnay’s friend, the elder Mirabeau, to whom the publication 
of the Tableau was entrusted, after the first limited edition was 
exhausted, presented a graphic picture not only of the normal 
but also of the disturbed circular flow. The distinction between 
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| the normal and the disturbed constitutes the implication of 
Quesnay’s method. 

Adam Smith, on the other hand, lectured the physiocrats for 
, their lack of confidence in the self-healing forces of nature, 
ostensibly snatching their method away from them by referring to 
| biological processes. But the question is not whether the physio- 
crats showed too little but whether Smith showed too much 
confidence in the self-healing forces of nature. No unprejudiced 
observer can doubt the resilience of the economic system—a char- 


acteristic which justifies the price theory approach as far as it 
goes; but on the other hand, no one can doubt that there are 
intrinsic forces of disturbance as well. In Smith’s entire work no 
t disturbance is ever envisaged as possible, and this appears to 
, indicate a mechanical rather than a biological understanding of 
; the regulatory device of price. 
, And this is the conclusion that subsequent economists have 
) drawn. When such a loyal and influential follower of Smith’s 
, ideas as Say expressed them in terms of the physical analogy, and 
‘ thus gave them the form ever since adopted, he was within the 
logic of the argument. Not only did he go to great lengths in 
l explaining the analogy between physics and economics, but also, 
in his law of markets, he gave the explicit reason why the regu- 
, latory mechanism is infallible. According to this law every supply 
5 creates a demand of the same magnitude, the reason being that 
d what appears as cost of production from one point of view 
appears as income from the other point of view. Aggregate cost 
t and aggregate income are thus not only equal but identical; 
d therefore no general crisis is possible. What is possible is dis- 
° proportionalities between special demands and special supplies, 
t but only within that grand total. Hence the remedy is always at 
hand: a too-much in one place is logically accompanied by a too- 
L little in some other place, and a redistribution is the infallible 
S way out, as indicated by a falling price in the first and a rising 
l price in the second special market. This indeed is the logical 


L conclusion and consummation of the price theory approach. 
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It came to dominate academic reasoning, almost down to our 
own day. The classical and neoclassical schools, with two impor- 
tant exceptions, applied this method alone, and ignored the 
circular flow reasoning. The exceptions who went beyond that 
narrow line are the two great men of the classical school. 
Malthus maintained, against Say and against his friend Ricardo, 
that the accumulated income of capitalists was not certain to 
create demand, because of the uncertainty of its investment. This 
is an argument from circular flow, from the transformation of 
qualitative aggregates: purchasing power flowing to one particular 
place in the system does not have the same effects that it would 
have in some other place. And Ricardo himself, who was much 
closer to Say, wrote at the end of his life his chapter “On 
Machinery,” to prove that the total demand for labor may, under 
certain conditions, be smaller if it comes from fixed rather than 
from circulating capital. This again is an argument from qualli- 
tative aggregates. 

But these two important exceptions, which, it may be added 
incidentally, were not consciously related to Quesnay, were 
ignored by the developing tradition and literally forgotten. ‘This 
is equally true of the doctrine of the outsider Marx, which was 
consciously related to Quesnay, but went beyond him by intro- 
ducing as crucial the division between producer and consumer 
goods industries and investigating their numerical relationship 
and the conditions of their interlocking. Traditional theory left 
the problem of the crisis to what it regarded as cranks. 


Il 


It was forced to do this because there was no straight line to a 
general disturbance from a system which claims to possess an 
ever-ready regulatory mechanism. Most of the leaders of neo- 
classicism ignored the business cycle; the few others had to resort 


to stratagems. 
One way for a neoclassicist to solve the problem was by tracing 
the cycle to a disturbance that comes from outside the system 
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and must be absorbed by the system, through gradual adapta- 


ir 
in, tion. The system is characterized not by the absence of such 
m outside influences, but by its own resilience, its ability to estab- 
at lish a new equilibrium, as a result of the regulatory device. Such 


] an outside influence could come from periodic cosmic events, 
which, by causing periodic expansions of agricultural crops, would 


7 stimulate the demand for industrial goods. This is the theory of 
t. Jevons, Moore and—in less ambitious and more refined form—of 
of Pigou. But the theory cannot be, and is not according to Pigou, 
- more than a partial explanation; it even presupposes an under- 
d utilization of capacity, for otherwise it could not deduce an 
h expansion of industrial production. Moreover, it renounces the 
- ambition of theory to derive the cycle from the business system 
itself. 


A second, logically consistent, argument traces the breakdown 
of the self-regulating machinery to errors of its operators; Pigou 
again gives the most elaborate and modest presentation. The 
d question, however, is whether such fluctuations of business senti- 
ment between optimism and pessimism can be regarded as more 
than a facet of the explanation—whether they cause the cycle or 
are themselves attributable to more fundamental, objective causes. 
And, however logically consistent, certainly the argument is not 
impressive. 

A third way to square the circle is to ignore the general struc- 
rt ture of the system and concentrate on the analysis of the cycle as 
an isolated phenomenon. This solution suggested itself to the 
adversaries of traditional economic theory. It was only natural 
that serious business cycle analysis should start outside the system 
which more or less precluded it. Juglar’s proposition that “the 
sole cause of the crisis is the boom’’—supported by his statistical 
evidence—is incontestable and represents decisive progress. But it 
t does not solve the problem; on the contrary, its achievement is in 
putting the problem right: what is the cause of boom and crisis? 
This question cannot be answered by a linear statistical analysis 
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but only by probing deeper. 
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It is this line that Spiethoff has developed. After the boom, 
supported by innovations, there is a breakdown, because the new 
equipment produced for sale is too great in relation to the new 
savings; the disaster is promoted by the difficulty of surveying 
the projects under construction, because of the long duration of 
such construction, as shown by Aftalion. Now these are definite 
statements about qualitative aggregates, and Spiethoff seems to be 
aware of the origin of such considerations. But since he is an 
historical economist, who proceeds from special observations to 
general rules rather than fitting special observations into a gen- 
eral framework, he has no frame of reference in which to fit his 
keen observations. Thus there is no possible way of understand- 
ing why the mechanism of price fails to regulate the relationship 
between the volume of newly produced equipment and the money 
capital available for its purchase: why does the interest rate not 
rise high enough to deter the production of investment goods 
and spur more savings? Spiethoff’s theory, for all its ingenuity, is 
outside a coherent system from which it could grow, as the 
crisis grows from the nature of the capitalist system; this theory is 
incomplete. 

This is even more true of Mitchell. It is his purpose to avoid 
any narrow systematization of his rich material, and his impartial 
survey of conflicting theories leaves to the reader the choice of 
the frame of reference. 

Another leading business cycle theorist whose theory is outside 
any frame of reference is Cassel. And this is surprising. Unlike 
Spiethoff and Mitchell, Cassel is a strict and original neoclassical 
theorist; his entire system is unified by the concept of price, 
which is expressive of the principle of scarcity, and functions to 
distribute the fundamentally scarce resources evenly among the 
different uses to which they are put. But there is no way of 
understanding how, in such a system, disturbances can regularly 
recur as a result of the interest rate being “too low” and thus 
encouraging overinvestment—for this is in violation of the func- 
tion of price. Nor is there, in the formal world of merely quan- 
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n, titative relationships, a legitimate place for the special historical 
Ww condition to which Cassel, like Oppenheimer before him, traces 
Ww economic fluctuations—that is, the depletion of the rural popula- 
1g tion, which alone, drawn into industrial employment, makes 
of expansion possible. 
te To these business cycle theories which are unrelated to the 
e general system may be contraposed those that are related to and 
in derived from the system. They are our specific problem, since 
to they are the theories that seem to square the circle by deriving a 
n- general disturbance from systematic conditions which are sup- 
‘is posed to prevent such a disturbance by setting the regulatory 
d- mechanism in motion. The problem can be solved only by dis- 
ip covering, in the laissez faire world, a tendency toward some ille- 
ey gitimate interference with free price formation. If Cassel’s crisis 
ot theory is inconsistent in reference to a system built around price 
ds theory, Mises’ and Hayek’s are consistent because they describe 
is an interference—illegitimate but regularly recurrent—with the 
1e natural flow of economic activities. The disturbing element is the 
is inflationary interest of governments and banks, which leads to 
overexpansion. It would be quite possible to keep this inflationary 
id interest down, just as it is possible in Smith’s system to keep the 
al monopolist interest down; but in reality the harmful forces assert 
of themselves. 

The low rate of interest, according to Mises, makes so long a 
le period of production appear profitable that the available sub- 
ce sistence fund is insufficient to sustain it. Similarly, according to 
al Hayek, the credit inflation leads to “forced saving’; the con- 
€, sumers, faced with rising prices, have to forego the services of 
0 resources and labor in favor of an expansion of business, but they 
e try to restore their former volume of consumption as soon as the 
of inflation stops, and thereby disrupt the unfinished investments. 
ly Normal voluntary savings are much steadier and more reliable, 
1S and present the only solid foundation of an expansion, according 
C- to Hayek. Both theories are consistent methodologically, and 
1- therefore they constitute essential progress in economic think- 
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ing. This examination does not go into the question of material 
validity. 

The value of theories of the Mises-Hayek type is limited, of 
course, by the illegitimacy of the element to which they trace 
the cycle. Hence their importance is considerably surpassed, in the 
development of economic thinking, by Schumpeter’s achievement 
in giving, at last, a theoretic picture of the cycle as a phenomenon 
utterly legitimate and indispensable in capitalism, the very form 
of capitalist growth. Here too the initial stimulus comes from 
additional credits, but they are legitimate because they are given 
in order to enable the entrepreneur to buy resources away from 
the static channels in which they are employed and to bend 
them to his own more productive plans. From this description of 
the prosperity phase follows that of the depression: it is the 
phase in which, after the success of the new plans, the credits are 
paid back, and more goods are confronted with less money than 
before. Even here, however, the systematic starting point limits 
the achievement. Schumpeter’s picture of the depression is not 
that of reality; he explicitly characterizes it as a mere return to a 
static condition, and the crisis as an avoidable degeneration. In 
graphic presentation the cycle is not a wave line fluctuating 
around a rising average, but a stairway rising from an equilibrium 
through a disequilibrium to a new higher equilibrium as the 
next step. Adam Smith’s idea of harmonious growth guided by 
price still asserts itself. Also in Schumpeter’s more recent pres- 
entation the crisis is absent from his “first approximation” to his 
subject and is introduced only in the “second approximation.” 


III 


It was only after the shackles of tradition had been broken by a 
clear acceptance of the circular flow principle that business cycle 
theory, and more generally the theory of economic fluctuations, 
came into its own. Adolph Lowe acted as the herald in the 
struggle in the twenties, when he demanded the reconstruction of 
the system in terms of circular flow; Lederer and Neisser joined 
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him. All three, for a while, were primarily interested in the effects 
of unregulated technical progress, which, by creating unemploy- 
ment, might endanger the circular flow. They developed the 
argument that such progress saves laborers on the one hand and 
their wages on the other hand, but does not make it possible for 
these wages to be used for the reemployment of the workers 
because the capital required for the equipment of additional 
jobs is not forthcoming, except by chance coincidence. And the 
purchasing power that accrues either to consumers from cheaper 
purchases, or to monopolistic producers who save wages but do 
not lower prices, is no outlet for additional products, the pro- 
duction of which could absorb the dismissed workers; this pur- 
chasing power must be used to absorb the products which the 
dismissed can no longer buy, for otherwise there is deflation. 
This is good cireular flow reasoning. But it turned out to dem- 
onstrate, indeed, permanent technological unemployment, but 
not the business cycle, which, whatever its ultimate source, is 
directly caused by a fluctuation of purchasing power, as demon- 
strated by Neisser. 

This argument is properly considered in Lederer’s theory of 
the business cycle, which, while similar to Schumpeter’s in its 
starting point, is free from Schumpeter’s classical prejudice. The 
additional credits associated with new projects are tantamount 
to a profit margin over cost, the covering of which would require 
only unchanged purchasing power. Profits, however, are pre- 
ponderantly invested in further expansion, while the lagging- 
behind of wages undermines the demand for the enlarged output 
and finally brings about the crisis. In the depression again profits 
fall more rapidly than wages; wages thus form a cushion of 
demand, which eventually stops the downward movement. Neisser 
has given the most complete catalogue of the events that may 
result in disturbing the correspondence between the supply of 
goods and the demand in terms of purchasing power. 

On the money side the steps which led to the abandonment of 
the classical assumption of the stability of purchasing power 
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were introduced by Wicksell’s theory. It was the first to dem- 
onstrate that the rate of interest, when it deviates from the 
“natural” position where it would just absorb savings into invest- 
ment, causes the volume of credit to expand or to shrink. Wick- 
sell merely concluded that in consequence prices would rise or 
fall, respectively; but by dropping his classical assumption of full 
employment his reasoning could easily be readapted to expansion 
or contraction of output. Schumpeter made the fluctuations of 
credit, not the ultimate cause indeed, but the indispensable 
proximate condition of business fluctuations. Hahn rediscovered 
Malthus’ circular flow argument concerning savings, and made it 
sharper and more systematic by integrating it with his own new 
doctrine of the declining propensity to consume, thus anticipating 
Keynes. 

Say argued, and Ricardo elaborated the idea, that “‘accumula- 
tion” cannot produce a disturbance, since there are only the 
alternatives of consumption and investment; saving unaccom- 
panied by an intention to invest did not appear as a relevant 
possibility. The ups and downs of the rate of interest would 
produce as much saving as was required for investment, and not 
more than that. The Malthus-Hahn-Keynes argument on saving, 
in pure circular flow terms, disrupts this price theory argument 
and is supported by the new interest theory, which makes interest 
the price of liquidity instead of the price of investment. It thus 
leaves the field of investment unprotected—but by no means 
unaffected—by the regulatory mechanism of price: a dearth of 
investment is not remedied by any price movement, the less so 
since profit expectations can, and do, run into negative figures 
while the rate of interest can never fall below zero. It is logical 
that Hahn, in reverting to the doctrine of equilibrium which he 
had abandoned, stresses anew the function of the rate of interest. 

I do not believe that the Keynesian system, much as we owe to 
it, will remain the last word in economics. It may well appear to 
later historians as a special reflection of special troubles, rather 
than as a balanced presentation of the economic world in gen- 
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i- eral; it may well be said to overemphasize Quesnay and Marx as 
e against Adam Smith. The equilibrating forces inherent in price, 
t- though too weak to prevent the depression, are nevertheless too 
.- strong to let the system be completely disrupted. And the prob- 
r lems of a real equilibrium, overshadowed in the depression, 
il would come into their own again if the specific conditions of 
n stabilization could be satisfied. More specifically, modern theory 
vf has swept aside rather than refuted, or engaged in any discussion 
e with, older theories. In a reorganized and stabilized world of full 
d employment the length of the period of production, as studied by 
it Bohm-Bawerk, would again be of paramount importance, and 


neither profit expectations nor liquidity preferences would fluc- 
g tuate as violently as in the past, once freedom from fear removed 


the main reasons for such fluctuations. 
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EUROPEAN TRA T 
. rece clea RULE" 
( 
BY HERBERT BLOCK i 
1 

F.. more than four years a large part of the European 
transportation apparatus has been under German control. In ‘ 
subjugated territories, authority over transportation has been j 
transferred entirely or partially from the national governments to ‘ 
Germany and her allies. All over Europe the transportation facili- t 
ties have become instruments as well as victims of warfare. ‘Thus ¢ 
considerable changes have taken place in transportation, affecting F 

both administration and apparatus. 

Much discussion has been aroused by the question whether or ( 
not Europe has become an economic unit under the pressure of . 
German domination. In particular, the question can be raised t 
as to whether the changes in European transportation have p 
involved a movement toward a higher degree of integration. After . 
the defeat of the Reich, will a return to the status quo ante be oe 
possible without any impairment of either economic efficiency or 
inter-European cooperation? Or must the recent changes be - 
regarded as permanent because the price of reconstruction may é 
prove too high? al 

Before considering these questions it may be well to clarify - 
the meaning that the rather ambiguous term “‘integration”’ has th 
in the field of transportation. al 

Integration in this field may mean merger. Thus the Austrian os 
railroads were absorbed, after the Anschluss, by the Reichsbahn, pe 
the German state railway system; they are now part of the Be 
Reichsbahn organization, and dependent upon it. Or integration T 
may mean a centralization of authority in regard to transporta- - 
tion policies. Thus while in former times the Germans, French, Br 
1 This article was prepared in connection with a research project conducted under . 
the Institute of World Affairs. a 
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Poles and the others solved their transportation problems by 
themselves, it is now Berlin which in many respects imposes its 
decisions upon other European nations. A Berlin agency, for 
instance, is empowered to decree that Turkish chromium or Bul- 
garian cereals on their way to Germany are to enjoy preferential 
treatment on the railroads of the transit countries. 


There is only uniformity, however, and not integration, when 
various countries shape their policies according to a common 
Pp P 8 
attern, for example, when motor cars everywhere are laid up or 
p p y p 
‘ adapted to generator gas in an effort to save gasoline. It is impor- 
Pp § g & P 
, tant to differentiate between integration, which makes the inte- 
5 ated part dependent upon the whole, and uniformity, which 
gr P p P y 


wes" 


does not create any such dependence. 

Nor should such measures as the adapting of technical devices 
(railway gauges and signaling systems) to German standards be 
called integration, even if this adaptation facilitates the flow of 
international traffic; here the term standardization is more appro- 
priate. Likewise, standardization of the rules of the road has 
nothing to do with integration, since it does not bring into 
existence any technical, administrative or legal dependence. 

Whether or not we come to the conclusion that European 
transportation has been further integrated by Hitlerism, we 
y should remember that it has always been highly integrated. After 
all, integration, cooperation and standardization are of the very 
essence of traffic and transportation. In every European country 
the government has always controlled waterways and roads; and 
almost all continental railways are owned by the state. There 


‘uv ‘vw — rve "8 


tv 


exist numerous conventions and associations of a regional, Euro- 
. pean and even intercontinental character,? including the two 
‘Berne Railway Conventions on freight and passenger traffic, the 
Technical Standards Conferences, a passenger and a freight car 
union, the Timetable Conferences, the International Containers 
Bureau, the Union of Central European Railroad Administra- 
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2For a recent survey of the international railroad conventions and associations 
see Railway Gazette, December 4-25, 1942, pp. 540, 549-50, 575, 606-07. 
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tions. These institutions, some of them reaching back to the 
middle of the nineteenth century, facilitate through freight and 
passenger traffic, and the common use of rolling stock; they deal 
with such matters as rates and fares, timetables and financial 
claims; they make possible an exchange of experiences in regard 
to operating, engineering, judicial, financial and labor problems; 
they facilitate technical standardization. Thus they contribute 
toward the international cooperation, standardization and even 
integration which, in some degree, are indispensable for inter- 
national traffic in normal times. 


Organizational Changes ( 


One by one almost all continental railways have fallen under 
German control, in the satellite countries as well as the conquered 
territories. The resultant organizational changes may be divided 
into two types: changes in administration and control; and func- 


tional changes, arising out of the adaptation to military and 
economic warfare. Consideration may be given first to the admin- 
istrative changes, which were of different types and degree in the . 
different countries. . 
In those territories that were annexed by Germany the railroads . 
were taken over by the Reichsbahn. This was the fate of the . 
entire railway systems of Austria and Luxemburg, and of sec- ' 
tions of the Czechoslovak, Lithuanian, Polish, Belgian, French b 
and Yugoslav systems. Through these mergers and annexations the . 
Reichsbahn, already one of the largest enterprises in the world, c 
grew by leaps and bounds. Indeed, it is not unlikely that this “ 
huge organization has gone far beyond its optimum size, for ” 
integration in the meaning of merger does not necessarily result . 
in greater efficiency. While the Reichsbahn octopus fed on the ‘) 
neighboring systems, devouring two of them, dismembering ™ 
others, the German government disintegrated the state railways c 
of Czechoslovakia and Yugoslavia, dividing them into the rail- be 
ways of the Protectorate and Slovakia, of Serbia and Croatia. Thus ‘ 
a 


Germany not only further increased the size of an already large 
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railroad system, but she reduced some medium-size systems to 
j smallness. 

In some regions, occupied but not annexed by the Germans, 
the railroads have been operated either directly by the military 
authorities or on their behalf by the Reichsbahn. For instance, on 
the Atlantic coast of France and Belgium, to a depth of eight 
miles, the railways are worked by the German military railway 
service. But the chief example of this type of control is occupied 
Russia. The railroads of the Soviet Union were operated until 
the end of 1941 by the army, after that date by the Reichsbahn 
for the Reich. The railways of the three Baltic states enjoy an 
exceptional status, for since the spring of 1942 they have been 
worked by national administrations, though under the strictest 
guidance and supervision by the Germans. 

In occupied Russia the railways were subdivided into zones of 
150 to 200 kilometers (93 to 124 miles) in length. Every zone was 
regarded as an autonomous unit and had its own fleet of locomo- 
tives, as though it were an independent state. The traveler or 
the shipment moved swiftly within each zone, but at the frontier 
station the engine was disconnected and the train had to wait 
for a locomotive from the next zone. As each zone director wished 
to utilize his locomotives to the utmost, he would deny to a 
short or light train a strong engine which may have happened to 
be at the frontier, with the result that a train sometimes had to 
wait half a day or more, unless the shipment was urgent and had 
claim to preferential treatment. Thus in the middle of 1942 a 
trip from the Russian front to Budapest took more than a week, 
while in peacetime the same distance was covered in thirty-six 
hours. From an operational point of view the Russian railway 
system was disintegrated by the Germans, but this arrangement 
was due to a war emergency, whereas the disintegration of the 
Czechoslovak and Yugoslav systems is intended by the Germans to 
be permanent. 

Still another type of administration has been used for the 
railroads in the General Government of Poland. They form a 
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special administration called ‘Eastern Railways” (Ostbahn), 
which, as the Germans expressly declare, is not regarded by them 
as the legal successor of the Polish State Railways. Ostbahn man- 
agement and Ostbahn finances are independent of the Reichsbahn, 
but for all practical purposes there is the closest collaboration 
between the two administrations. The Ostbahn is organized 
according to the pattern of the Reichsbahn, but in a simpler 
form, in view of its small size. The personnel of the Ostbahn 
numbers around 100,000, about 7,000 of whom are German citi- 
zens (most likely Reichsbahn employees loaned to the Ostbahn), 
while 1,500 are Poles of German descent. The Germans occupy 
all key positions in the central and regional managements and in 
the larger local agencies. Small local agencies are operated by 
Poles, each group being supervised by a German control agency. 
Poles who prove trustworthy may be elevated from mere workers 
to “quasi-employees.” Since the Ostbahn follows German pat- 
terns in all operational and technical questions, it presents a 
case of uniformity in administration and technology, and of inte- 
gration in policy. 

The state railways of Bohemia and Moravia, in contrast to the 
railways of the Polish General Government, have preserved the | 
outward appearances of national autonomy. They may be classi- ( 
fied among the railroads that are not run by the Germans but 
are only supervised by them. The railways of the Protectorate are ( 
responsible to the Prague Ministry of Transportation, are oper- 
ated by Czech personnel, and are financially independent of the 
Reichsbahn. But the Germans, of course, are in a position to 
obtain practically everything they desire from the Czechs. Thus, 
as will be described below, they have transformed and exploited 
the railways of the Protectorate according to their wishes; they 
have put German railwaymen in important positions (apparently 
in increasing numbers); they have adapted the Czech railways to 
their own standards by imposing German regulations and tariffs, 
by introducing the German signaling system, by abolishing the 
left-hand rule, and by other acts promoting administrative and 
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), technical uniformity in various ways. There has even been some 
n administrative integration, encroaching upon the formal inde- 
\- pendence of the Bohemian railways. Since November 1941 “the 
L, various repair shops in Bohemia, Moravia and Silesia have been 


treated as one unit, without regard to the Protectorate frontier; 
and the division of work among them is made without regard to 
whether the particular workshop is situated in the Reich or the 
Protectorate.” * The Slovak state railways, too, are formally inde- 
- pendent of the Germans but actually subordinate to them, if 
only for the reason that they have to apply to them for railway 
equipment and materials. 

In western and northern Europe—in France, Belgium and Hol- 
land, in Denmark and Norway—the railroads (with the exception 
of those in certain coastal areas, mentioned above) are operated by 
Ss their national administrations under German military supervi- 
- sion. In France the supervisory body is the Military Transporta- 
a tion Management, with headquarters in Paris and representatives 
- in all branches of the French administration, including large 
terminals and workshops. From the political point of view such 
control by the conqueror is unavoidable, but from an economic 
point of view the result is overorganization, friction and waste of 
- energy. Thus, for example, “the Belgian main-line railways have 
t now a staff of 90,000 as against 76,000 in 1940, not counting the 
- thousands of Reichsbahn railway men at key-points, and the 
- traffic handled is well below the prewar figure.” * In western and 
northern Europe, in contrast to their procedure in the eastern 
> countries, the Germans did not, as a rule, change the railway 
facilities and administration to conform with their own stand- 
1 ards. There have been exceptions, however, as when the Danish 
y rolling stock was fitted with the German Kunze-Knorr brake in 
y 
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order to facilitate the utilization of Danish cars on Reichsbahn 


lines. 
, Even the railroads of the German allies did not escape Nazi 


3 Ibid., January 30, 1942, p. 175. 
4 Ibid., April 16 and 23, 1943, p. 399- 
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control. As early as 1941 all large terminals in Italy were said to be 
supervised by Reichsbahn officials,®> and it was reported at the 
beginning of 1943 that “the Germans have assumed complete 
control of the Hungarian railways.” ® However this may be, the 
Germans certainly see to it that shipments in which they are 
interested receive due consideration on the railroads of their 
satellites. To this degree we may speak of an integration in policy. 
But it is not known whether the German delegates in (pre- 
Badoglio) Italy, Hungary and elsewhere were expected to achieve 
integration and uniformity in other respects. 

To turn now to the changes in function that have accompanied 
these changes in administration and control, there are five main 
tasks that the railroad authorities are expected to fulfil, in regard 
to military and economic warfare. First, rolling stock, rails, work- 
ing materials and labor must be made available in that part of 
Hitler Europe where they may best serve German interests. 
Second, the entire apparatus must be utilized to the utmost, in 
view of the scarcity of facilities and labor. Third, only important 
shipments are to be carried, and non-essential traffic must be 
suppressed, the order of urgency being judged from the point of 
view of Germany. Fourth, transportation must be saved by short- 
ening supply lines. And fifth, the conquered nations must be 
made to share in the burden of financing the war. 

1. Allocation of Facilities. Germany began the war with 
inadequate rolling stock, and the conquest of Poland, the Balkans 
and a large portion of Russia increased this shortage, for it added 
mileage while yielding only a small booty of equipment. In 
order to supply the armies and to maintain production in the 
east, the Germans started an eastward migration of equipment: 
German locomotives and cars were sent to Poland and Russia, 
and French, Belgian and Dutch rolling stock was sent to central 
and eastern Europe. 

The Germans obtained possession of the railway equipment in 


5 Ibid., July 25, 1941, Pp. 95- 
6 Ibid., January 29, 1943, p. 122. 
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P western Europe by simply requisitioning it, or by extorting it 
, from the Vichy government. In the Protectorate the acquisition 
; of cars was facilitated by an agreement concluded between the 
, _ Reichsbahn and the railways of Bohemia-Moravia, “on the com- 
mon use of freight cars, loading devices, and containers.” * Also 
F the transfer of Dutch freight cars to Germany is said to have been 
effected by means of a “pool.”” The acquistion of railway equip- 
; ment, and of other material and labor, from dominated territories 
will be discussed more fully in the following section. 

2. Utilization of Facilities. During the past six years extensive 
| regulations have been issued in Germany to improve the utiliza- 
tion of locomotive power and car space, and to accelerate the 
| circulation of rolling stock. Exactly the same arrangements have 
now been made all over Axis Europe, either by the German 
authorities or by the governments and railway administrations of 
the conquered and satellite nations. In all countries freight cars 
: must be fully loaded, and may even be overloaded by one or two 
, tons. International agreements concluded at the behest of Ger- 
many between the Reichsbahn and other railway administrations 
(Rumania, Bulgaria) allowed overloaded cars to circulate on for- 
eign lines. Everywhere demurrage charges have been raised, the 
time limits for loading and discharging shortened, and penalties 
introduced for tardiness. In addition, in order to prevent terminal 
congestion, special agents have been appointed to organize the 
. clearing of railway stations. The uniformity of all these regula- 
tions and institutions in various countries is not surprising; the 
same problems would suggest the same solutions, even if there 
were not the dominant influence exerted by the German 





prototype. 
3. Priorities in Transportation. Despite intense efforts to 


7 Siidost-Echo, November 28, 1941. 

8 German cars by two tons, others by one ton. Since April 1943 the overloading of 
freight cars has again been prohibited in Germany and all German controlled ter- 
ritories. This, however, “appears to represent no change of policy but merely to 
indicate that all wagons are now lettered with their higher wartime weight-loading 
markings” (Railway Gazette, June 25, 1943, p. 630). 
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increase the efficiency of the available transportation facilities, it 
has not been possible to satisfy all transportation needs. Severe 
measures have therefore been adopted to curtail non-essential 
shipments and travel, in Germany as well as in the countries of 
her allies and in occupied Europe. 

Passenger traffic has everywhere been discouraged, by higher 
fares, by propaganda and by other means; in many regions, except 
for the regular commuter traffic, trips are permitted only in case 
of urgency. As a matter of course, travel restrictions have the 
additional purpose of controlling the population of a subjugated 
country. In Norway, in the spring of 1942, trips of more than 100 
kilometers (62 miles) became contingent on a special permit, 
application for which had to be made a week ahead; and in April 
1943 a complete ban was imposed on travel outside a go kilo- 
meter (19 mile) radius of the principal cities. In Poland Germans 
enjoy priority on the railroads, and Poles may use certain lines 
only for professional trips. In occupied Russia a permit had to be 
procured for every trip, and in some regions those desiring to 
travel on what were officially known as lice-free trains were 
required, in addition, to produce a certificate that they were not 
louse-infected. 

Transportation facilities saved by the reduction of passenger 
traffic have been used to move freight, but this transfer must 
not be overrated. Every European nation within the grip of 
Hitler is working for the German war machine; consequently 
there is much essential travel of workers and businessmen, to say 
nothing of troop movements, furlough trips and the conveyance 
of battle casualties. As the railroads are unable to satisfy all 
needs in the field of freight traffic, cargo space has everywhere 
been allocated. Shipments essential for the conduct of the war 
are granted preferential treatment, according to the degree of 
their urgency. The civilian population has only a deferred share 
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in transportation. 
In the east transportation facilities were particularly strained, 
because of the necessity of supplying a 2,000 mile front. In occu- 
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pied Russia car orders for non-military use were classified by the 
railroad administration according to their urgency and passed on 
to the regional agency of the Reich Armament Ministry. This 
agency ascertained how many cars were available for civilian 
use and allocated them accordingly. A similar procedure was 
employed for shipments from the Reich to occupied Russia. After 
1942, however, authorization was granted only to the most impor- 
tant and most urgent shipments. Less-than-carload shipments were 
excluded from the railroads, and had to be forwarded by way of 
the Baltic Sea; as a result there were, according to German 
reports, many instances of damages and losses for want of seaproof 
packing. 

4. The Shortening of Supply Lines. Since 1942 the Germans 
have attempted to combat the transportation crisis by shortening 
transport lines. They have fixed maximum distances for the ship- 
ment of goods, and have sought to induce every firm to buy only 
from the nearest supplier. This policy, which has been quite 
successful, has been extended to Europe as a whole. “In the occu- 
pied territories more and more closed transportation systems have 
developed, in contrast to the early period of occupation, when 
the supply lines extended all the way into the interior of Ger- 
many.” ® In other words, the European economy is being dis- 
integrated under the Nazi rule. Special efforts were made to 
shorten the supply line to the Russian front: on the one hand, 
armament works were shifted to the east (where, too, they were 
safer from Allied bombs), and on the other hand, production in 
occupied Soviet territories was rehabilitated as fast as possible in 
order to reduce shipments from the Reich. 

5. Financial Exploitation. The railroad administrations of 
the conquered countries have been made to share the financial 
burden of the war in various ways. The railroads have had to 
carry German troops, war material and equipment free of charge. 
Also, they have had to grant Germany favorable tariffs for the 
conveyance of raw materials. The Belgian railways, for example, 


9 Frankfurter Zeitung, April 20, 1943. 
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have had to permit special rates for the transit of iron and 
manganese ores from France to Germany. 

While the continental railroads are almost exclusively large, 
state-owned enterprises, inland shipping and motor transporta- 
tion are carried on by small and mediuin-size private firms, except 
for a handful of larger units, of which some are state-owned. 
This entire industry of inland shipping and motor transportation 
has been subjected by the Germans to wartime regulations; 
in addition, a number of the individual enterprises have been 
Germanized. 

The seizure of this type of transportation facilities was system- 
atic in Poland, frequent in the conquered areas of southeastern 
Europe, and occasional in western and northern Europe. Thus 
the Reich took over the greater part of the inland fleet owned 
by the Yugoslav state, and of the large bus fleet of the Polish 
postoffice. Also, the Germans took possession of all Polish ship- 
ping companies: the ubiquitous Hermann Goring trust is operat- 
ing the Silesia-‘Sandomir Shipping Company, and several of the 
smaller concerns have been merged into the government-owned 
Weichsellandische Schiffahrts-Gesellschaft A.G. In many cases the 
German government or German concerns became partners of 
foreign corporations; for instance, on the board of directors of 
the ‘“‘Kroatische Flusschiffahrts-Gesellschaft,” which operates the 
governmental inland fleet of Croatia, there are representatives of 
the Goring trust and of the Bayerische Lloyd, a German Danube 
shipping company. 

Throughout Europe inland shipping and motor transportation 
have been subjected to strict control, in order to adapt them to 
war conditions. Cargo space is allocated only for the conveyance 
of essential loads. Shipments are diverted from the scarce to the 
more available means of transportation; thus motor traffic is 
restricted, to save gasoline, while inland navigation is encour- 
aged, to disburden the overtaxed railroads. Motor ships and motor 
cars have been converted to non-liquid fuel. Full and quick 
loading and quick discharging are enforced. Services have been 
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rationalized by combining firms into cooperatives. Rates and fares 
are under control. 

Instrumental in executing this policy are special government 
agencies, assisted by compulsory trade associations which bind the 
numerous firms into units. The whole set-up is closely patterned 
on the German model, and, like the so-called self-administration 
in Germany, it is considerably overorganized. 

It is evident from what has been said that German institutions 
have been copied throughout Axis Europe, and that German 
desires have been met more or less completely. The Reich Min- 
istry of Transportation should not, however, be interpreted as a 
European transportation center, determining by decree what 
shall be done in Poland and Slovakia and Denmark and France. 
The conquered countries (with the exception of annexed ter- 
ritories) and the satellite states have separate administrations. 
Identical or similar regulations come into force—whether on the 
basis of international agreements or under the influence of the 
impressive German prototype or at a suggestion of the Berlin 
government—but they come into force through formally inde- 
pendent acts. From the organizational point of view European 
transportation has undergone no integration in a legal sense; 
European transportation policy is integrated, but only in so far as 
the word of the victor becomes an unwritten law. 

There is one institution, however, which represents administra- 
tive integration in a formal sense: the so-called international 
freight direction (Frachtenleitverfahren). In the middle of 1940 
the Reich Minister of Transportation established the ‘Freight 
Directing Agency for Southeastern Europe” (Frachtenleitstelle 
Siidost), with headquarters in Berlin and branch offices in Bucha- 
rest and Sofia, and with jurisdiction over all shipments between 
the Reich and southeastern Europe. For all carloads exceeding 
ten tons, shippers have to apply to this agency for directions as to 
the particular carrier and route they must choose. Through its 
decisions, which are binding, the agency tries to disburden the 
railroads and to utilize the Danube in the best way possible. 
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Compulsory utilization of that waterway is necessary if only for 
the reason that freight rates on the Danube have become uncom- 
monly high while the railroad tariffs have remained relatively 
low. In these circumstances only the authority of the state could 
prevent shippers from forwarding their goods exclusively by rail. 

The system of freight direction has gradually been expanded. 
Freight directing agencies are now operating also in Belgrade, 
Agram and Salonika. Practically the entire traffic between south- 
eastern Europe and Greater Germany and western and northern 
Europe (including Switzerland and Sweden) has become depend- 
ent on the decisions of Frachtenleitstellen. It should be noted, 
however, that international freight direction is the result of a 
wartime bottleneck in transportation; as soon as the bottleneck 
disappears this form of organizational integration will become 
superfluous. 


Material Changes 


The material changes that have occurred in European trans- 
portation under German. rule—as distinct from the organizational 
changes—may be divided into four general types: the changes 
brought about by destruction; by wear and tear; by the shifting 
of transportation elements from one country to another; and 
repair and construction. 

The transportation apparatus of Austria, Czechoslovakia and 
Denmark fell intact into German hands. Also during the cam- 
paigns of 1939-40 the fronts moved too swiftly to permit sys- 
tematic demolitions on a large scale, and thus rolling stock, the 
most valuable booty for the Germans, was destroyed only in small 
quantities. The Russians, however, applied the scorched earth 
policy. Thereby they not only prevented the bulk of their roll- 
ing stock from falling into German hands, but they destroyed 
most transportation structures and part of the track. According 
to a German engineering periodical the “senseless destructions”’ 
wrought in the Donetz basin “put in the shade anything experi- 
enced up to now,” and “are understandable only to an expert on 
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the ostische Psyche” (the soul of eastern man); “for miles and 
miles every single rail was carefully blown up in three spots, in 
the middle and on both sides, and every telegraph pole was 
conscientiously dynamited or sawed off.” 

Being a bottleneck, the transportation apparatus of Axis 
Europe became a preferred target of the Anglo-American air 
forces; but the available information is not sufficient to assess 
the losses and damages caused by bombing. The same is true 
with regard to destruction by sabotage. 

After the war heavy expenditures will be necessary not only to 
offset destruction of transportation facilities but also to make up 
for the extraordinary wear and tear. For many years the trans- 
portation media have been strained by military shipments and 
by the traffic of a feverishly busy war economy. In this period 
renewal has been increasingly hampered by shortages of labor 
and materials. This is true of the enemy countries as well as of 
the conquered territories—and indeed of the warring world as a 
whole. 

The shifting of transportation elements from one country to 
another has taken place on a very large scale. Even before the 
war Germany had an overaged transportation apparatus, and 
the resultant difficulties, to which the shortage of labor must be 
added, have only been increased by the occupation of a large 
portion of Europe. It is true that the conquests had a credit as 
well as a debit side, yet the balance was negative. 

The main item on the credit side of the ledger was the booty 
obtained in France and Belgium. At the end of 1938 the Belgian 
railroads (state and private) possessed, in addition to certain 
motor trains, 3,594 locomotives, 8,299 passenger cars, and 
114,002 freight cars.1° Only 3 locomotives, 180 passenger cars 
and 6,660 freight cars were destroyed during the campaign of 
May 1940,"! while deliveries to the victor are said to have 


10 Universal Directory of Railway Officials and Railway Year Book, 1941-42 (Lon- 
don 1941) p. 186. 
11 Railway Gazette, September 18, 1942, p. 271. 
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amounted to 1,200 locomotives and 40,000 freight cars, as well as 
375 miles of rails.1* The number of Belgian railroadmen pressed 
into German service is not known. 

France, of course, yielded a still larger booty, though few 
figures are available on its exact extent. On the basis of Belgian 
experience it may be estimated that the Reich seized about 
200,000 French freight cars and 6,000 to 7,000 locomotives; in 
addition, the French plants manufacturing railway equipment, 
almost all located in the so-called Occupied Zone, provided the 
Germans with considerable quantities of new rolling stock. The 
length of rails delivered by France is not known, but it cer- 
tainly amounts to several thousands of miles. On various French 
lines traffic had to be suspended in 1942 as a result of the 
transfer from France to Germany of railway track; other lines, 
once double-tracked, have become single-tracked. 

As to labor, it is reported that the Germans “at first asked for 
150,000 railway workers and 45,000 skilled railwaymen, or more 
than 25 percent of the personnel of the French National Rail- 
ways. When this was refused, they reduced the demand to a 
total of 20,000. Even these have not been forthcoming; indeed, 
the only newspaper report of the departure to Germany of any 
body of railwaymen was of twenty men who were members of 
the Service d’Ordre Légionnaire.” 

The Netherlands, Denmark and Norway, countries with com- 
paratively small railroad systems, did not contribute much to 
alleviate the strains in German transportation; indeed, the 
Reichsbahn was even compelled to loan freight cars to Denmark, 
and freight locomotives to Norway, though only temporarily. It 
should not be overlooked that it would have been against their 
own interests for the Germans to be too drastic in removing 
rolling stock from western and northern Europe and other sur- 
plus areas (such as Czechoslovakia). In those countries, too, 


12 Information from Independent Belgian News Agency, corroborated by Railway 
Gazette, February 19, 1943, p. 196. 
13 Railway Gazette, January 1, 1943, p. 19. 
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As troops were being moved, and factories had to work for the 
d German war machine, with the result that essential freight and 
professional transport had to be provided in those regions, as 
W well as in Germany. Finally, a minimum of civilian freight and 
n passenger traffic had to be carried on even outside the Reich. 
it Immediately after the lightning war this minimum was con- 
n siderably below the level reached within Germany, but since 
t, then the German transport situation has fallen to a level approxi- 
e mating the standard prevailing in the occupied countries. Since 
e 1942 the German civilian population has had hardly better 
[- transportation opportunities than Frenchmen or Norwegians. 
The reason for this is the heavy pressure of military and 
e industrial shipments in eastern Europe. The booty of rolling 
S, stock taken in the east was by no means sufficient to meet all 
this traffic; consequently vehicles from the Reich, and from the 
r rest of Hitler Europe, had to be moved to Poland and Russia. 
e The Germans had to transfer noi only railway equipment but 
- also inland ships to the occupied countries in eastern Europe," 
a and this too was made possible by the booty taken in other 
i, countries. Kleinmann reported that at the beginning of 1941 
y Germany possessed a smaller number of barges than one year 
f earlier, but “a satisfactorily larger number of tugs and motor 
freight ships. . . . Steam tugs from Holland and France, and 
\- the greater part of the fleet of the Yugoslav state, have been 
: diverted to Germany.” » Belgium was not mentioned by Klein- 
mann, but a Belgian scholar reported that, by the middle of 
. 1941, “of 4,200 barges, only 2,400 were left in the country.” '@ 
t But in inland shipping, too, there were limits to the plunder- 
r ing of western Europe; essential traffic had to be maintained 
x and even shifted from rail to waterway. 
Finally, as to the reconstruction and new construction that 
’ 14 Secretary of State Wilhelm Kleinmann, “Das Verkehrswesen Grossdeutschlands 
im Kriegsjahr 1941,” Der Vierjahresplan (January 1942). 
4 15 Ibid. 


16R. Ardenne, German Exploitation of Belgium, The Brookings Institution 
(Washington 1942) p. 49. 
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have occurred during the past few years, these activities have 
included, first, the repair of damaged transportation facilities; 
second, the adaptation of foreign transportation systems to 
German standards; third, new construction for military and 
economic warfare; and fourth, the adjustment of transportation 
systems to new frontiers. In addition, ambitious postwar projects 
have been drafted, with the aim of merging the transportation 
systems of Hitler Europe into one unit. 

1. Repair of Damaged ‘Transportation Facilities. Modern 
engineering succeeds in repairing damages in a remarkably short 
time. It was reported from Norway that two. days after the 
Germans invaded that country their railway pioneer troops fol- 
lowed, and ten weeks later “the railways, totalling 4,083 kilo- 
meters (2,535 miles) had been made serviceable again, with the 
exception of 81 kilometers (50 miles) which were to be repaired 
by the Norwegian State Railways.’’17 The National Associa- 
tion of Belgian Railways stated that at the end of 1940 all 
damage, with insignificant exceptions, had been made good, in 
either a permanent or a temporary way. Similar reports exist 
about the French and Polish transportation apparatus. 

Many of the structures damaged in the campaigns of 1939-40 
may have been rebuilt in a permanent way, but this can cer- 
tainly not be said of the demolitions on the Russian and Italian 
fronts, or of those wrought by air bombardments. The ever- 
growing shortage of manpower and materials has made perma- 
nent repairs increasingly impossible. 

2. Adaptation of Foreign Transportation Systems to German 
Standards. It was already mentioned that in all the territories 
annexed by and attached to the Reich, German standards were 
introduced as far as possible. The rule of the road was changed 
in Austria and Czechoslovakia from the left to the right (Hun- 
gary followed suit); and the railway signaling systems were 
made to conform with the German type, as were newly built 
rolling stock and other equipment. Yet these changes should 


17 Railway Gazette, January 30, 1942, p. 153. 
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SY 


not be overrated. Because of the scarcity of labor and materials 
they have had to be limited to operations requiring little capital 
outlay, which means that after Germany’s defeat they may as 
easily be undone. 

Outside the Reich, with its Polish and Czechoslovak annexa- 
} tions, the outstanding example of adaptation to German stand- 
ards is the conversion of the broad Russian railway gauge to 
European standard gauge. At the beginning of 1943 almost 
30,000 kilometers (18,630 miles), or nearly a third of Soviet 
mileage in 1936, were said to have been converted. The change- 
over was accomplished quickly, except at terminals with many 
switches; the Germans boasted of having converted, at least in 
one case, 400 kilometers (248 miles) of track in three days. The 
system was that one gang pulled out the spikes from one rail; 
| another gang prépared the sleepers for the new gauge; the next 
set of workers brought the loosened rail closer to the other; the 
| following gang fastened the rail, and another spiked it; the 
gang in the rear repaired worn-out tools. 

It goes without saying that the Russians have rapidly reversed 
the process on the tracks they have reconquered. They claim 
that within two months during the winter of 1942-43 they 
restored 1,000 miles of railway line, including the reconversion 


| ee ee A 


| of gauge.'§ 

g. New Construction for Military and Economic Warfare. A 
number of transportation facilities have been expanded or newly 
built for reasons of military and economic warfare. Construction 
of a predominantly strategic nature has usually been kept secret, 
) however. This is particularly true of German-built roads and 
: railways in Poland and Russia. Only recently has it become 
known, for example, that a new railroad links the Crimea with 
Kherson by way of the Perekop isthmus. The inauguration of 
other projects has been announced, but there have been no sub- 
sequent reports to indicate to what extent, if at all, they have 
been carried out. This is true of a 625 mile highway in the 


18 Railway Gazette, June 4, 1943, p. 565. 
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arctic region of Norway which was to connect Troms6é with 
Kirkenes, thus supplementing the sea route by a means of land 
communication. 

Among other plans, partly or entirely realized, there are one or 
two that deserve mention. In the thirties the Norwegians began 
to build the so-called Nordland Railway, intended to link the 
north of their country with the existing railway system; the 
Germans accelerated the operations and completed the line, at 
least as far as Mo. In the Balkans the Todt Organization 
built a modern highway between Belgrade and Salonika, some 
700 kilometers (435 miles) in length and including about eighty 
new bridges. This road had been projected and its construction 
started by the Yugoslavs in 1935-36. It should be noted that a 
number of recent additions to the European transportation sys- 
tems have been based on prewar plans of the respective govern- 
ments. In Albania the Italians built the first railroad of that 
country, and some highways. 

The outstanding example of construction intended primarily 
to aid the war economy (which does not preclude a usefulness 
for strategic purposes as well) is the improvement of port installa- 
tions on the Danube waterway, which links Germany with her 
supply bases in southeastern Europe. Also intended to facilitate 
the shipment of products from southeastern Europe to Germany 
are the improvements of the poor road and railway systems of the 
Balkans. Bulgaria has built quite a number of railroads, and has 
double-tracked others. Jewish slave labor constructed a new rail- 
way to the coal fields of Pernik, which helps the Germans supply 
the southeast with coal. In 1940 a second track was built on the 
275 kilometer (171 mile) Russe-Varna line because the Germans 


19 The “Organisation Todt” is a Reich agency engaged throughout Europe in 
construction work of all kinds (railroads, highways, waterways, mines), either by 
order of the German government or on behalf of the satellite states (the Rumanian 
and Bulgarian governments, for example). German engineers plan and direct the 
operations, but native labor carries out most of the work, under conditions which 
are in some countries similar to slavery. As the Todt Organization is fully occu- 
pied, it has obtained the right to subcontract construction work for foreign govern- 
ments to a German concern which is a subsidiary of the Hermann Goring works. 
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h wanted to ship Caucasian oil by sea to the Black Sea port of 
d Varna, by rail to Russe, and from there up the Danube. 

For similar economic reasons roads were built, ports enlarged, 
or and railways newly constructed, double-tracked, converted from 
n narrow to standard gauge, or electrified, in various European 
e countries. In Denmark, for example, some lines were double- 
e tracked to ease the congestion caused by the discontinuance of 
at ocean and coastal shipping, and to handle the heavy freight traffic 
9 to the Reich. In Norway, France and elsewhere a few lines have 
e been electrified, in order to save coal, but the extensive electrifica- 
y tion programs projected in a number of countries have had to be 
n postponed until after the war, because of the lack of materials. 

a 4. Adjustment of Transportation Systems to New Frontiers. A 
S- number of roads and railways owe their existence or improve- 
1- ment to the new frontiers which the Axis imposed on Europe. 
it Elongated Czechoslovakia, for instance, was interested mainly in 
communication between her western and eastern parts. But the 
y Germans, by seizing Bohemia and Moravia, obtained the pos- 
3S sibility for a much shorter route between northeastern Germany 
1- and Austria than they had had before; consequently a reorganiza- 
T tion was instituted “in order to provide for north-south lines, 
instead of the east-west main line operation. . . . This involves 
transfer of divisional offices, of principal locomotive sheds, rolling 
e stock, etc., as well as certain alterations and extensions to junc- 
S tions and principal stations.” *° 
|- Some parts of Slovakia (the region east of Presov, for example) 
y were cut off from the Slovakian railway system after Slovakian 
e territory had been ceded to Hungary; railway traffic between 
Ss these districts and the rest of Slovakia had to cross Hungarian 
- soil. In order to avoid this, Slovakia built small railroad lines. 
y Hungary, for her part, connected Transylvania and other recently 
‘ won territory with her main railway system by new railways. 
h 5. German Postwar Projects. In the foregoing pages the 
: scarcity of labor and materials in continental Europe has fre- 
S 20 Railway Gazette, January 31, 1941, p. 126. 
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quently been mentioned. More and more this scarcity has com- 
pelled the Axis powers to confine their building operations to 
projects of the utmost urgency. In the spring of 1943 the German 
government ordered a general stoppage of all construction work, 
including that on roads, waterways and the like; it even suspended 
maintenance work on the Autobahnen, Hitler’s super-highways. 
Therefore the transportation projects of European dimensions, 
drawn up by the Germans and their allies before or during the 
first years of the war, cannot be expected to be realized. 

These projects reveal that the imagination of Hitler and other 
leading National Socialists was captured by the development of 
air and motorcar traffic, that they wished to perpetuate their 
names through the centuries by building expensive highways and 
waterways, ‘that they had but little interest in railroads. The 
German general and technical press discussed mainly a European 
system of Autobahnen and waterways. But when the Germans 
discovered that they had neglected the railroads disastrously, a 
reaction ensued which came to expression in vast and even fan- 
tastic railway projects. 

The original Autobahnen program called for a system of 7,000 
kilometers (4,347 miles), but after the conquest of Austria and 
the Sudeten area the plans were extended to 13,000 to 14,000 
kilometers (8,000 to 8,700 miles).21 When the Germans became 
the overlords of Europe, still more ambitious schemes were 
drawn up. A network of Autobahnen was to cover Europe, 
with Germany as the center. The program included a highway 
Istanbul-Belgrade-Vienna-N uremberg-Cologne-Ostende, leading to 
England by means of a huge causeway for trains and motorcars. 

Besides these big international plans there are many national 
schemes for road development. Bulgaria charged the Todt Organi- 
zation in 1942 with the construction of 300 kilometers (186 miles) 
of highways annually from 1942 to 1946; it is not known to what 


er 


21 At the end of 1938, there were 3,065 kilometers (1,903 miles) in use and 4,555 
kilometers (2,829 miles) under construction. Since then only short routes of military 
importance have been built. 
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extent this contract has been carried out. A Slovak roadbuilding 
plan extends over the years 1942-49. These and many similar 
| programs have probably better chances after the war than the 
ambitious international schemes.”* 

The construction of waterways was promoted by the National 
Socialists not only for the sake of prestige but also for reasons of 
economic warfare. With Germany or even Europe blockaded, 
inland shipping, which is slow but cheap and suitable for mass 
transportation, could be an ersatz for ocean shipping. Indeed, 
inland shipping has proved to be the only medium of transporta- 
tion that is able to lighten the burden of the railroads. 

But this shipping trade has utilized the extensive system of 
waterways that the Nazis took over, not the canals that they 
began or continued to construct. The few years of peace were 
not enough to permit the Third Reich to execute even the far- 
reaching waterway projects in Germany proper, to say nothing of 
the European program, which was necessarily a Kunstwerk der 
Zukunft. Very few of these projects can be justified from a purely 
economic point of view; they are to be regarded as measures 
whereby a victorious Third Reich, dominating Europe, could be 
protected from a future blockade of the continent. 

The waterway program provided, first, for the regulation of 
the Danube, and for its connection with other European rivers. 
The goal was to make the Danube a “German Mississippi.” 8 
The links between the Danube and the Rhine have been in 
course of construction since the twenties: these are the Rhine- 
Main-Danube canal, connecting the two rivers via Wurzburg and 
Nuremberg; and the Mannheim-Ulm connection through the 
Neckar, which is being made serviceable. An Oder-Danube canal, 


22 The Germans themselves have begun to realize that the chief thing is not to 
build “new big highways for fast international travel,” but “to develop systemati- 
cally the existing media of transportation, to build highways of the second order, to 
construct branch lines in hitherto neglected districts, to increase the rolling stock of 
the railways and to improve terminals” (“Die verkehrspolitische Bedeutung des 
Siidostens,” Zeitung des Vereins Deutscher Ingenieure, January 23, 1943). 

23 Zeitschrift fiir Binnenschiffahrt, no. 7-8 (1939) p. 254- 
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with a feeder to the Elbe, crossing Czech territory, was started in 
1939. Iwo other canals were to link the Danube with the Adri- 
atic port of Fiume and the Aegean port of Salonika. Other plans 
provided for canals between the Oder and the Vistula on the 
one side, and the Vistula and Dniester-Dnieper on the other, thus 
linking the Baltic and Black Seas. 

The railroad system of Europe was completed before the first 
world war. All that can be added are some branch lines in the 
industrial countries and a few main lines in less developed states, 
unless a new type of railway should emerge. As a matter of fact, 
German engineers have drawn up plans for a new continental 
railroad system with high-speed trains on special tracks. They 
have contemplated a long-distance railroad, for example between 
western Germany and the Ukraine by way of Upper Silesia and 
Lwow. Other plans have a touch of Jules Verne: railways with a 
gauge of 12 to 18 feet, cars with two decks and 210 feet in 
length, and speeds of 280 miles an hour and more.** These 
recent schemes indicate that the railways, neglected in favor of 
other means of transportation, are preparing for a comeback. 


Conclusions 


If a balance is struck in regard to the changes in European trans- 
portation under German hegemony, it appears that destruction 
and deterioration far outweigh the new construction. A number 
of military roads and a few railroads have been built. Waterway 
construction has been largely restricted to the improvement of 
port facilities. The shortage of labor and materials allowed Ger- 
many to carry through only the most urgent projects, and finally 
she had to halt almost all operations. 

Some of the war construction of the Axis will continue to be 
useful in peacetime, such as the motor road from Belgrade to 
Salonika, the rails and roads in Albania, the second railway line 
to the Crimea. Some of it will be superfluous or even a liability: 
some Danube ports, for instance, may prove oversized after Ger- 


24 Railway Gazette, April 17, 1942, P- 475- 
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many’s defeat; some railroads built as a consequence of Axis- 
. drawn frontiers in southeastern Europe will be unnecessary after 
; the reshaping of frontiers at the future peace conference. In any 
; case, recent additions to the transportation apparatus of Europe 
5 are much too insignificant to justify the conclusion that they have 

“integrated” the continent, in the sense that North America, for 
t example, was “integrated” by its extensive building of railroads. 
> The same is true of the standardization measures that have 


been discussed above. The foremost among them, the conversion 
of the Russian railway gauge to European standard gauge, has 


l been largely reversed by the victorious Soviet forces. A uniform 
y gauge all over Europe (Spain and Portugal also have broad gauge) 
1 would make through traffic possible on a few more international 
1 routes, though such considerations of mere convenience have 
2 always been ovefruled by military reasoning in favor of different 
i gauges. But the introduction of the right-hand rule of the road in 
e some countries once belonging to the Hapsburg monarchy will 
f probably not be canceled after Germany’s defeat. 


Rolling stock, requisitioned by the Germans for use abroad, 
will after the war be restored to its owners, or will become the 
object of international settlements providing for compensation in 
- kind or money. In this connection, however, the problem arises 


n whether after their victory the Allies will not be compelled to 
r allocate vehicles (and perhaps labor too) on an international 
y scale, much as the Germans have been. This leads to an appraisal 
ji of the organizational changes in European transportation. 
r- During the past years European transportation has been organ- 
y ized so that needs have been adjusted to an inadequate appa- 
ratus. It is most likely that this disproportion will continue for a 
e short time after Germany’s downfall. When Europe is conquered 
0 by the United Nations, demand and supply in transportation will 


probably show somewhat the following configuration. 

I Transportation facilities must be available, first, for the needs 
r- of the occupation armies. Troop movements will probably be 
small after all the contingents have reached their garrison towns, 
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but travel for furlough and relief will be considerable; also, the 
occupation armies will have to be supplied with food, clothing and 
other needs. A second class of transportation requirements will 
result from certain mass migrations which will take place at the 
end of the war. The enemy armies will be dissolved, the pris- 
oners of war will return to their homes, as will political prisoners, 
deportees, refugees and evacuees, as well as the labor force that 
had worked for the German war machine in foreign countries. 
German labor gangs, on the other hand, may be transferred to 
devastated areas to repair damages. In some regions an exchange 
of populations will take place. There will be also the needs of 
business and the normal civilian travel. 

As to transportation facilities, there will be available after the 
war what has escaped destruction plus the materials that the 
Allies bring with them. Ocean shipping will relieve the Euro- 
pean waterways and railroads; in addition, war planes may be 
switched over to peacetime use. Great efforts will certainly be 
made to increase the production of rolling stock and other media 
of transportation on the continent. 

All this means that for some time to come transportation will 
continue to be “rationed,” and that rolling stock and other 
facilities will have to be shifted to the place where they are 
needed most urgently, from the point of view of the victors. But 
as soon as demand and supply are balanced again—and that 
moment will probably not be very remote, once peace has come— 
the emergency control of transportation can and will be abol- 
ished. In all likelihood the very first institution to disappear, as a 
concomitant of the passing of Hitlerism, will be that part of the 
German-built organization which represents the only instance of 
supranational integration: the “freight direction” from and to 
southeastern Europe. Traffic between central and western Europe 
and the southeast will probably decline, and ocean shipping will 
again effectively supplement railways and Danube shipping. 

Except for the freight direction between the southeast and the 
rest of the continent, the allocation of cargo space has been 
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e decentralized in Axis Europe. In an effort to shorten transporta- 
d tion lines the Germans even tried to split the continent into 
1 more or less self-sufficient trade areas. This disintegration of 
e European traffic will vanish as transportation facilities become 


more plentiful. Goods and persons will be able to move freely 
throughout Europe, at least so far as facilities are concerned, and 
t everybody will again be allowed to choose that means of transport 
7 which best suits his needs. 

The allocation of cargo space can be abolished only slowly, but 
authority over the transportation systems of the now German-held 
territories will at once be restored to the respective national 
administrations, though in certain cases under Allied control. 
The Austrian railroads will again become independent of the 
Reichsbahn; other parts of the Reichsbahn system will become 
> French, Belgian; Polish—and the Reichsbahn itself will thereby 
return to a size much more reasonable than its present inflated 
dimensions. Since European transportation has not been “inte- 
grated” under German rule, the return to the independence of 
national transportation systems will pose no serious problems. 
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CAPITAL IS MADE AT HOME’ 


BY L. ALBERT HAHN 


Fue for the export of American capital to the European 
continent after the war are being widely discussed. The opposi- 
tion generally argues that the loans will again lead to losses, 
this time to the taxpayer, since they would be granted through 
the government rather than by private investors. But Europe’s 
need for American credit is taken for granted. 

The question must be raised, however, as to how far Europe 
will really need American credit, and how far it will be able to 
rely on home-made capital. To clarify these issues it is useful 
and necessary to recall to mind the financial development in 
Germany between the two wars. The outstanding features of 
that development will be the subject of discussion in the follow- 
ing pages. 

Briefly, the story is that in 1924 Germany began to absorb 
high amounts of foreign capital, but by mid-July 1931 the 
import of capital was suddenly stopped and she was forced to 
rely on her own resources. In one week she gave up her search 
for foreign credits and turned to capital autarchy. Neverthe- 
less, as the world has meanwhile come to know to its sorrow, her 
industrial output was stupendous. 

Germany’s proved ability to get along without foreign capital 
has profoundly impressed not only the German people but all 
Europe, which is now extremely skeptical about the blessings of 
foreign loans. This attitude of Germans and other Europeans 
has to be taken into account if postwar capital export planning is 
not to be utopian. Anyone who doubts this attitude should read 
about the new reconstruction plans for bombed cities, which 
have been drafted by the Nazis. These plans, whatever they 


11 am grateful to Miss Hedwig Wachenheim for her collaboration in compiling 
the statistical data. 
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may be worth in other respects, show clearly how far the Nazis 
have departed from the idea of capital import as a means of 
reconstruction. 


From Capital Autarchy via Capital Imports 
to Capital Autarchy 


Foreign capital did not flow into Germany in substantial amounts 
immediately after the war, when capital was urgently needed to 
" replace depleted stocks and restore the wornout industrial and 
) transportation systems.? Nevertheless, in 1924, after the great 
inflation, Germany’s industrial and transportation systems were 
in good shape, for meanwhile, except during the dizzy last 


: months of the inflation, the German entrepreneur had had more 
] capital at his disposal than he actually needed. Capital was made 
- at home, through the restrictions that inflation had imposed on 
sf consumption. 


Nor was it through foreign loans that the budget and cur- 
rency were stabilized in the fall of 1923. The stabilization was 
b achieved through the rentenmark credit granted to the Reich 
and to industry and agriculture in the amount of 2,070 million 
marks,’ and raised by the issuance of new mark bills. The latter 
h were really nothing but the old mark bills. That they were cov- 
ered by a mortgage on industry and agriculture was pure fiction. 


C- 
- Nevertheless, the mere idea that they were covered was enough 
to reduce the velocity of the money in circulation, and therefore 
al had the effect of an internal loan granted by the holders of the 
ll bills. Suddenly billions of marks in savings were available, and 
of 2A certain amount of capital entered Germany through speculation in mark 
1S notes and exchange, in the form of small loans and through the sale of securities 
‘ts abroad. It is doubtful, however, whether Germany’s industrial equipment profited 
from it, since reparation payments had already started at that time (May 1921). 
id For details see Report of the Second Committee of Experts to Reparation Com- 
-h mission, April 9, 1924, in Rufus Cutler Dawes, The Dawes Plan in the Making 
(Indianapolis 1925) pp. 490 ff., also pp. 503 ff.; Economist, August 16, 1921, p. 222. 
ey 8 Of this total, 1,200 million went to the Reich and 870 million to industry and 
ng agriculture; see Hjalmar Schacht, The Stabilization of the Mark, tr. by Ralph 


Butler (London 1927) p. 182. 
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thereby billions of marks of capital. Capital had again been pro- 
duced by a mere shift in consumption habits. 

With this rentenmark loan the ground for German recovery 
was laid. Looking back, it seems highly likely that Germany, 
with her industry reconstructed by the inflation and her economy 
restored by the rentenmark loan, could have managed without 
new foreign capital. To be sure, she needed foreign raw mate- 
rials, but short-term credits for this purpose had come in before 
1924, and would also have been available later. At any rate, 
what was done during the era of capital imports was much less 
essential than what had already been achieved. 

Foreign credits began to flow in after the acceptance of the 
Dawes plan. According to generally accepted estimates of the 
maximum amount granted Germany,* she received, from the 
summer of 1924 to the summer of 1930, about 15 to 16 billion 
marks in short-term credits (one-fourth from the United States) 
and 11 billion in long-term credits (one-half from the United 
States); there was an additional 7 billion in direct investments in 
securities, mortgages, real property and the like, making a total 
of 33 to 34 billion marks. In July 1931, when approximately 
g billion marks had been withdrawn, short-term credits still 
amounted to 13.1 billion marks, long-term credits to 10.7 billion, 
and direct investments to 6 billion.® 

But the spring of 1931 represented the turning point. The 
Reichsbank lost nearly 2 billion marks in gold and foreign 
currency in the two months after the crash of the Austrian 
Kreditanstalt in May of that year. In a panic the German gov- 
ernment sent the President of the Reichsbank to the European 
money centers in quest of new credits of at least 400 million 
dollars.* On July 9g Dr. Luther arrived in London, on the 10th he 
was in Paris, and on the 11th he flew home. On the 13th he went 


4 The Problem of International Investment, A Report by a Study Group of Mem- 
bers of the Royal Institute of International Affairs (London 1937) p. 236. 

5 Statistisches Jahrbuch fiir das Deutsche Reich, 1937, p. 538; C. R. S. Harris, 
Germany’s Foreign Indebtedness since July 1931 (London 1935) pp. 8-9. 

6 Financial Chronicle, July 11, 1931, p. 75- 
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- to Basle to attend a meeting of the governors of the central 
banks. The credit of 100 million dollars which had been granted 


y the Reich in June for three weeks was extended for three 
, months *—for all practical purposes it was frozen anyhow—but a 
y new credit grant was refused. The creditors were no longer will- 
t ing to pour money into the bottomless German barrel. Germany 
was forced to act alone. On July 14 the government announced a 
e bank holiday, and on the 15th centralized all foreign exchange 
9 dealings in the Reichsbank,*® which meant the first step toward 
” full currency control. Germany was embarking upon a new 


policy: to live without importing capital. 
The world expected a new collapse. True, a heavy deflationary 


- crisis shook Germany. But the deflation was not caused by capital 
a“ withdrawals or by the lack of new capital influxes; it was 
” government-made, to enable German exporters to compete with 
) the British, who were being favored by the devaluation of the 
d pound.® 

n 


At the beginning of September 1931 the first moratorium 
agreement for short-term credits was concluded. In June 1933 a 
y partial transfer moratorium for the service of long-term loans 


ll was announced, followed by an almost total one in 1934.’ 
a, Nevertheless, until her war with the United States, Germany 
continuously repurchased her loans in foreign markets, where 
- they were devalued by default. Thus she recovered from the 1931 
“ crisis not only without capital imports but even while reducing 
- her foreign debt. 
“ Since the turning point Germany has produced capital in 
“s tremendous amounts, for domestic investment as well as for 
- exportation. The Hitler era before the war was one of intensive 
1e 
1t 7 Ibid., July 18, 1931, p. 336. 
| 8Claude William Guillebaud, The Economic Recovery of Germany (London 
m- 1939) Pp. 21. 
9On September 21, 1931, Great Britain suspended the gold standard, and on 
is, December 8, 1931, the Briining government cut all income from interest, wages, 


social insurance and relief, as well as prices; see Reichsgesetzblatt 1931, 1, p. 699. 
10 Guillebaud, op. cit., pp. 63-65. 
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industrial reconstruction, in which Germany’s capacity for pro- 
duction in general, and for the production of war material in 
particular, was enormously expanded. During those six years 
from 1933 through 1938 the capital produced for domestic invest- 
ment was as follows (in billions of marks): ™ 


1933 5.1 1936 13.8 
1934 8.2 1937 16.0 
1935 11.6 1938 19.0 


Hitler’s statement 2 that Germany spent go billion marks on 
her armament from March 1933 to the outbreak of the war in 
1939 is corroborated by estimates made in Great Britain and in 
this country.%* And the output of armament represented capital 
production, inasmuch as it withdrew goods and services from 
consumption. 

As for capital exports, Germany transferred, from the turning 
point in July 1931 to the outbreak of war in 1939, approxi- 
mately 4.5 billion marks on her debt service; of this, it must be 
emphasized, approximately 3 billion was transferred during the 
pre-Hitler era.* In addition, her foreign debt was reduced dur- 
ing these years by 14.3 billion marks, as shown in the accom- 
panying table. Of that amount 6 billion marks was accounted 
for by the depreciation of the creditor countries’ currencies,” 
and only part of the remaining 8.3 billion represented actual 
repayments, for Germany was able, as will be shown below, to 
repurchase loans and marks in foreign hands well under par. 
Nevertheless, very substantial exports took place, and the capital 
exported was replaced by domestically created capital. 


11 Reichskreditgesellschaft, Deutschlands Wirtschaftliche Lage in der Jahresmitte 


1939 (Berlin 1939) p- 5- 
12In a Reichstag address of September 1, 1939: Monatshefte fiir auswdrtige Politik 


(1939) P- 907- 

18 Banker (London), February 1937, p. 114; Fritz Lehmann and Hans Staudinger, 
“Germany’s Economic Mobilization for War,” National Industrial Conference 
Board, Conference Board Economic Record (New York 1940) pp. 290-309. 

14 Banker, July 1938, p. 14; Guillebaud, op. cit., p. 63. 

15 Allen Thomas Bonnel, German Control over International Economic Relations 
(Urbana, Ill. 1940) p. 118. 
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GERMANY’S FOREIGN DEBT, 1931-39 ¢ 
(in billions of marks) 











5 Moratorium Other Short-term Long-term 
: Date Credits Credits 6 Credits Total 
July 1931 6.3 6.8 10.7 23.8 
Nov. 1931 5.4 5.2 10.7 21.3 
Feb. 1932 5.0 5.1 10.5 20.6 
Sep. 1932 4.3 5.0 10.2 19.5 
Feb. 1933 4.1 4.6 10.3 19.0 
' Sep. 1933 3.0 4.4 7.4 14.8 
Feb. 1934 2.6 4.1 7.2 13.9 
L Feb. 1935 2.1 4.6 6.4 13.1 
' Feb. 1936 1.7 4.6 6.1 12.4 
l Feb. 1937 1.2 4.2 5.4 10.8 
Feb. 1938 0.9 4.1 5.0 10.0 
Feb. 1939 0.8 4.1 4.6 9.5 
4 a Based on Statistisches Jahrbuch fiir das Deutsche Reich, 1937, p. 538; Economist, 


: July 9, 1938, p. 65. 
6 Including the clearing debts which accrued to the short-term debt from 1935; 
see Economist, February 11, 1939, p. 301. 

It is very difficult to estimate the creditors’ losses. As far as the 
moratorium credits are concerned, it is generally estimated that 
the creditors lost 15 percent when they sold their accounts; this 


: would mean a loss of approximately 825 million marks, since 5.5 

billion marks in these accounts was disposed of by 1939. Esti- 
mates on the repatriation of the foreign bonds range from 400 to 
’ 700 million dollars. Up to 1934, when approximately 300 million 
; dollars in these accounts had been repatriated, the foreign credi- 


tors had lost about one-half through sales below par; ?® later 
their loss was much higher. 

e These losses, however, are in all likelihood the minor part of 
the damage that foreign creditors suffered from their German 
investments, since the whole debt, so far as it was not paid back 
‘, by the outbreak of the war, must be considered lost, at least for 
the time being. This would mean that besides their losses on the 


moratorium credits and repatriated bonds the foreign creditors 
1S 


16 Harris, op. cit., p. 38. 
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lost 3.9 billion dollars (9.5 billion marks) out of the 5.7 billion 
dollars (23.8 billion marks) that was due them in July 1931. 

The burden of this loss was not evenly distributed. The banks 
that granted the moratorium credits suffered relatively little, as 
in these accounts all except 780 million marks was paid off. It 
was the private investor who subscribed to the German loans 
who had to bear the heaviest burden. 


Can It Happen Again? 


There seems to be a certain feeling that such a disaster cannot 
occur again. Has this belief any valid basis? Obviously the answer 
depends on the cause of the disaster. 

Popular opinion sees the cause in the alleged carelessness with 
which such huge sums were lent to borrowers abroad. This 
opinion, however, is undoubtedly mistaken. In the first place, it 
is not appropriate to speak of a lack of care in regard to an action 
that was taken by nearly all banks and investment houses, in 
accordance with public opinion of the time, and with the 
approval of the government. Second, an investment house can 
really be made responsible only for its examination of the indi- 
vidual debtor’s solvency and for the formulation of the inden- 
ture. In this instance the creditors proceeded with remarkable 
thoroughness; with negligible exceptions, none of the loans or 
credits given to Germany was defaulted through the insolvency or 
bankruptcy of the debtor. 

Another explanation that has been put forward is that the 
loans were used not for production but for consumption pur- 
poses, such as the construction of “‘stadia, swimming pools and 
ornamental buildings.” 17 This is true only to a small extent, 
however, for most of the loans were granted to private industrial 
firms and public utilities. Furthermore, Germany’s productive 
capacity, whatever may be meant by that rather vague term, was 
increased sufficiently after 1923 to create a surplus production 
equivalent to the amount necessary for amortization and interest. 


17 Schacht in Frankfurter Zeitung, November 19, 1927. 
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Still another explanation, frequently encountered, is that the 
default was caused by the German debtors’ lack of liquidity; 
especially the German banks are accused of having borrowed 
short and lent long.’® After the bank holidays, however, and the 
subsequent moratorium agreements of 1931, all short-term loans 
became long, and interest and amortization payments were never- 
theless suspended in 1933. 

The best of the usual explanations, and one that seems to be 
generally accepted nowadays, is that in regard to the loans of 
that period—in contrast to the big international loans of the nine- 
teenth century—it was no longer possible to transfer the interest 
and amortization burden to the creditor countries. The argument 
is accurately summarized in the report of the Study Group of 
Members of the Royal Institute of International Affairs: 1° “In 
the nineteenth century . . . the chief lending country, namely 
Great Britain, herself constituted a market with unlimited possi- 
bilities of expansion for the produce of the countries to which 
she lent; and her lending served to increase the output of pre- 
cisely the commodities which she was ready to consume. But 
when the United States lent . . . there was only a somewhat 
weak presumption that Germany’s capacity to sell goods in world 
markets would thereby be increased, and virtually no presump- 
tion at all that the United States herself would be willing to 
increase her imports in proportion to the growth of her interest 
claims.” 

Undoubtedly this is a very important aspect of the situation. 
Over and over again, especially during the settlement of repara- 
tions, failure to understand that large international payments 
can be accepted only in goods, not in money or gold, proved 
fatal. Whoever hopes to get his money back from abroad must be 
prepared to take goods or services. 

Nevertheless, events since 1933 and particularly during the last 


18 Young Plan Advisory Committee Report, Economist, Supplement, January 2, 
1932, Pp. 5. 
19 The Problem of International Investment (cited above) p. 13. 
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years before the present war, show that the reasoning of the 
Royal Institute report is only partly correct. Although the credi- 
tor countries, reluctant to accept more imports, rationed them 
and imposed high duties on them, they could not prevent their 
arrival from Germany; these measures merely made importation 
harder for the debtor, who was forced to subsidize his exports. In 
the matter of a country’s ability to make payments abroad, it 
should never be forgotten that despite the widely held opinion, 
no country is predestined to have an active or passive trade bal- 
ance. A small deflationary pressure on the price level, or a 
small inflationary rise in the price level, will, under certain con- 
ditions, suffice to reverse the trend of the trade balance. This is 
especially clear from the change in the German trade balance 
between 1927, the year of the largest capital import, and 1931, 
the year of the largest capital export. In 1927 it showed an import 
surplus of 3,427 million marks, and in 1931 an export surplus of 
2,872 million, a difference of 6,299 million.” 

What actually prevented Germany from continuing the serv- 
ice on her debt was something else, as has meanwhile become 
obvious. In examining the reason for the German default, two 
periods must be distinguished: the first, from the end of 1932 to 
September 1934; the second, from that date to the war. 

In the first period the balance of trade became unfavorable 
and the acquisition of foreign exchange ceased, simply because 
Germany started on a policy of credit expansion to combat unem- 
ployment. During this credit expansion the exchange rate of the 
mark was not lowered, although it had previously risen substan- 
tially through the devaluation of other countries’ currencies. In 
these circumstances it was only natural—according to all rules 
of the purchasing power parity theory, the classical theory of 
exchange—that the balance of trade became passive; it turned 
from an export surplus of 1,072 million marks in 1932 to an 
import surplus of 284 million in 1934.71 Thus from June 1934 


20 Statistisches Jahrbuch, 1938, p. 254. 
21 [bid., 1938, p. 254. 
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the default on interest and amortization on long-term loans was 
inevitable. 

The second period began with the so-called “New Plan” of 
Schacht in September 1934. Again the balance of trade was 
reversed, this time toward an export surplus, brought about by 
an intricate system of import rationing, not by deflationary 
measures. 

In addition, exports were fostered.*? The technique of the 
so-called Exportforderung (promotion of exports) changed as 
time went on, but the fundamental idea was always that through 
defaulting on her foreign loans Germany could depreciate her 
foreign bonds. Furthermore, by restricting the use of certain 
mark balances and securities held by people abroad (Auslands- 
sperrmark, Effektensperrmark, Auswanderersperrmark), she 
depreciated these assets too, and was thus able to repurchase 
them at a fraction of their face value. With the profits from this 
procedure her exports were subsidized and, in consequence, sub- 
stantially increased. 

But the foreign exchange gained by these methods did not go 
to Germany’s creditors; on the contrary, the creditors were 
forced through false pretexts to make great and ever new con- 
cessions. The foreign exchange was used to finance propaganda 
abroad, to build up gigantic stores of raw material for the war, 
and to amass a secret fund of gold and foreign exchange. The 
Germany that was then professing not to have sufficient foreign 


22In the early days of the Nazi regime exports were promoted by giving the 
exporter as a subsidy the difference between the low market price paid in foreign 
exchange for the German bonds repurchased abroad and their nominal Reichsmark 
value. Blocked mark accounts were bought up by the “Golddiskont” bank at a 
heavy discount; the discount was also used to subsidize the exporter, as was the 
gain from the repurchase of the scrip certificates issued after June 1933 in part 
payment of interest on Germany’s long-term debt. In the middle of 1934, however, 
the issue of scrip was stopped and the buying of German bonds abroad through 
the Exportférderung was limited to cases in which payment did not become due 
until twelve months after the sale. From then on exports were subsidized from a 
‘und (800 million marks in 1935 and 1,000 million in 1936) produced by a levy on 
the annual turnover. Throughout this period exports were subsidized also by the 
use of blocked marks (Banker, February 1937, p. 161). 
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exchange for her creditors had all the foreign exchange she 
needed for her war preparations. Incredible as it seems today, it 
is clear that a substantial part of Germany’s war preparations 
was financed by her foreign creditors, very much against their will. 

Thus Germany’s bankruptcy was not caused by her economic 
situation. A country that is able to turn its balance of trade in 
its favor whenever it wishes, cannot be considered incapable of 
acquiring foreign exchange. In the last analysis, the German 
default was deliberate and political. Germany succeeded through 
fraud and superior capacity to negotiate, especially on the part of 
Schacht, who played adroitly on the creditors’ weakness and dis- 
unity and their governments’ unwillingness to protect what they 
considered the interest of one group. 

Finally, it should be remembered that in all countries the 
position of creditors, in comparison with that of industrialists, 
suffers from an inherent weakness. Industrialists will continue 
their export business even if the debts accumulated from former 
exports have not been paid. They would rather give away 
goods, if the gifts come out of the pockets of the bondholders, 
than turn down new business.?* That is why most countries are 
reluctant to use all possible means of collecting their external 
debts, so long as there is a chance of continuing exports to 
debtor nations. 

Can all this happen again? There seems to be no reason why 
it cannot. On the contrary, the chances are even greater than 
before, for the debtor countries in Europe have meanwhile 
learned how easy it is to carry on without the creditor countries, 
and how independent they really are of the goodwill of their 
creditors. 


23 The German-Swiss dealings are a case in point. Although Germany owed 
money to Swiss citizens for the credits granted her from 1924 to 1930, Switzerland 
paid for the German coal deliveries of later years by putting the money at the 
disposal of German tourists traveling in Switzerland. Instead of seeing to it that 
her own nationals, who were Germany’s creditors, were paid out of the coal 
deliveries, Switzerland reciprocated by new services. Schacht cleverly used Switzer- 
land’s biggest export industry, tourism. 
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Will Europe Need Capital Imports After This War? 
In order to judge whether Europe is going to need foreign credits 
after the present war, let us look back and see whether Europe 
really needed the capital imports of the twenties. 

Foreign loans and credits to Europe, and especially to Ger- 
many, are customarily divided into two classes: stabilization 
loans, intended either to balance internal budgetary deficits or to 
balance deficits of foreign exchange; and loans for the recon- 
struction and expansion of productive capacity. 

As for stabilization loans, it has already been mentioned that 
in Germany both the budget and the currency were stabilized 
with the rentenmark credits—a strictly internal loan granted by 
the holders of the rentenmark notes. The stability of the renten- 
mark itself was assured simply by the fact that it was kept 
scarce. The transformation of the rentenmark into the so-called 
Reichsmark, which was based on gold, was quite unimportant. 
Therefore the gold and foreign exchange acquired by the Reichs- 
bank from the proceeds of the Dawes loan—and in that respect 
the Dawes loan itself—were superfluous. 

But even if in the past gold and foreign exchange were really 
necessary to stabilize the currency, will they be required for 
this purpose after the present war? In this connection a distinc- 
tion must be made between stabilizing transactions that counter- 
act capital movements and those that counteract other items of 
the balance of payments. 

To believe that stabilization loans are necessary to counteract 
capital movements would mean to overlook the profound changes 
that have occurred in the past fifteen years. The gold standard, so 
far as it required that paper notes be convertible into gold in all 
circumstances and for an indefinite time, has been abandoned 
wherever it has been put to the test. It will never again be con- 
sidered the ideal solution. Governments and nations alike will 
never again be willing to suffer deflations just because a foreign 
creditor has lost his confidence. Nowadays stable domestic credit 
and price systems are deemed more important than a stable 
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exchange rate. The change in attitude, which began before 1931, 
became general when Britain went off the gold standard in that 
year. Gold is no longer sacrificed to restore the confidence of 
people who wish to withdraw or export their capital. Either the 
exchange rate is allowed to drop until bull speculation replaces 
bear speculation in the currency, and the drop is stopped, or the 
exodus of capital is prohibited, as in Germany in 1931 and in 
Britain in 1939. 

If today governments are thus determined not to sacrifice gold 
and foreign exchange in order to maintain parity when capital is 
withdrawn, then stability loans that provide a fund of gold and 
foreign exchange for this purpose are superfluous. Such funds will 
not save a currency in a troubled world anyhow. Control of 
exchange will be the method, at least in the near future; espe- 
cially will the defeated countries have to resort to it. Stabilization 
loans of this type are outdated. 

In regard to stabilization loans intended to counteract other 
items of the balance of payments, it must not be forgotten that 
the first requirement for currency stabilization is a sound finan- 
cial and credit policy. In comparison with such a policy stabiliza- 
tion credits are of minor importance. Either the deficit which 
they are supposed to bridge is of a transitory character, in which 
case the banks of the country will easily find the needed amounts 
in the free market; or the deficit is caused by a basic disturb- 
ance of the purchasing power parity, in which case stabilization 
credits are useless, mere drops of water on a hot stone. Their 
disregard of these facts is the basic fallacy of the Keynes and 
White plans. Currency stability, too, is basically made at home. 

Germany until 1931 enjoyed not too little but too much 
credit to bridge the deficits in her balance of payments. The 
loans she received concealed her basic economic maladjustments 
and delayed their correction. This made the situation acute 
when the withdrawal of the credits began, after the world had 
finally recognized her ills. 

In addition to the stabilization loans were those for the recon- 
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', struction and expansion of productive capacity. How essential 
t were loans of this type in the postwar development of the 
f German economy? 
e I have already mentioned the paradox that an essential part of 
S the reconstruction of Germany’s industrial equipment, as far as it 
€ was worn out during the war, was accomplished during the infla- 
n tion that ended in 1923. What followed was merely the finishing 
touch. 
d It is true that all who did not profit from the inflation were 
is impoverished. It is also true that forced savings or forced capital 
d production in the amounts of those days is certainly highly 
ll objectionable. Yet the German inflation does indicate how much 
rf capital can be produced by inflationary credit expansion. If 
administered in less gigantic doses it need not have such severe 
n consequences for the social structure. 
To be sure, at the end of the inflation, when the currency was . 
T stabilized, a severe capital, or rather monetary, stringency arose in 
it Germany, but this stringency had nothing to do with the need 
1- for capital in the true sense of “real” capital. Of the latter there 
a- was enough, even more than enough. What happened at that 
h time was a typical scramble for liquidity, such as occurs at the 
h end of every boom—in this case an inflation boom—and such pro- 
ts pulsions can be moderated through an easy money policy by the 
)- central bank. 
n From 1924 to 1931 foreign loans poured into Germany in the 
ir huge amounts mentioned above. But whether they actually aug- 
d mented Germany’s productive capacity is open to question. Her 
e. balance of payments raises some doubts. Of the net capital 
h import of 17.3 billion marks from 1924 to 1930, only 2.4 billion 
e was used to buy merchandise; the remainder was spent on the 
ts transfer of interest payments (2.7 billion marks), on reparations 
e (10.1 billion) and for the import of gold and foreign currency 
d (2.1 billion).24 Thus only a relatively small part of the gigantic 
capital influx was used for really productive purposes, and we 
b 24 The Problem of International Investment (cited above) p. 238. 








256 SOCIAL RESEARCH 


may therefore conclude that only a small part was needed for 
such purposes. 

Modern highly industrialized countries seem to be capital 
autarchies, that is, they make their capital at home. And they 
are able to do so because their economic systems are elastic with 
respect to their productive and their credit-creating capacity. 
They are no longer either Robinson Crusoe’s island or colonies 
of the nineteenth century, from which many people even today 
derive their conception of capital production. 

As for productive elasticity, it is a commonplace that modern 
industrialized countries possess more industrial equipment than 
can be fully employed when demand for goods is declining. And 
even when demand is not declining, new plants and equipment 
can be built, roads, houses, railroads, can be constructed, with a 
relatively small amount of additional labor. Productive capacity 
is so large and so elastic that the needs for investment and reno- 
vation, in addition to current consumption needs, can be satisfied 
without difficulty—in contrast to Robinson Crusoe’s island, which 
had not even an axe, and in contrast to colonial countries, which 
have no plants, roads, railroads, ports, or other such facilities. In 
Europe all these facilities will be available after the present war, 
at least if they are not totally destroyed by bombing. A certain 
restriction in consumption will have to be borne, it is true; 
Europeans will not be able to travel in air-conditioned trains 
immediately after the war. 

Elasticity of production was the strength of the European coun- 
tries after the 1914-18 war. They have since acquired in addition 
elasticity of money and credit. With the abandonment of the 
gold standard, governments and central banks are no longer 
forced to restrict their credits in order to maintain the parity of 
their currency. There is no longer such a thing as need for 
the so-called external discount policy. Now there exists only the 
so-called internal discount policy, which is used to manipulate 
the business cycle and the capital and credit supply. The supply 
of credit can be raised and the interest rate lowered at will; the 
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effect is merely a change in the distribution of income between 
debtors and creditors. The “slight inflation” that arises from 
such inflationary expansions of credit restricts current consump- 
tion, through raising the prices of goods, and directs economic 
activity toward the production of capital goods, as described 
above. 

This method of capital reconstruction undoubtedly has certain 
disadvantages. If loans from abroad—the alternative procedure— 
must be repaid and are not just gifts, the nations of Europe have 
to consider whether the disadvantages of creating capital at home 
can be borne more easily than what they call “tribute,” that is, 
payments to a foreign country for interest and capital, with the 
deflationary crises and the thousands of other inconveniences 
that can follow in their wake. Their decision will depend on 
the marginal productivity of the imported capital, which may be 
extremely high if the industrial apparatus is completely destroyed. 
If this is not the case they will prefer to make their capital at 
home by restricting current consumption. If it is given them as a 
present they would, of course, prefer foreign capital. 


The capital exported in the twenties turned out to have been 
largely a gift. Most of the capital exported to Europe is lost, 
probably forever, as everybody realizes. Why is there neverthe- 
less such an eagerness to export capital again? The basic reason, 
of which some of the experts themselves may not be conscious, is 
perhaps the fact that capital export, especially in its modern 
form wherein it is combined with the export of goods, means 
creating a ready market for certain products that could not other- 
wise be sold because they are too expensive. These goods can 
compete abroad, not because they are cheap but because the 
credit that finances their exportation is cheap: the foreign 
country is offered the expensive goods in conjunction with rela- 
tively cheap credit. Thus it could be said that the exports are 
reduced in price at the expense of those who lend capital or 
extend credit. This is especially true if the foreign country plays 
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with the idea of not paying back the loan, or of repaying it 
only in part. Indeed, the importer will tolerate even the highest 
price, if he knows that in the last resort not he but the exporting 
country pays for the import. As soon as capital is exported which 
will not be repaid at all, or will not be repaid fully, capital 
export becomes merely a subsidy paid to the export interests by 
the bondholder or, in the case of government-financed loans, 
by the taxpayer. 

Of course, under specific conditions political loans will have 
to be granted. With them this article is not concerned. Nor does 
this discussion deal with loans for relief and rehabilitation, which 
are granted for non-economic purposes. It deals only with loans 
for currency stabilization and for the reconstruction of produc- 
tive capacity. If these are contemplated the history of inter- 
national loans during the period between the wars should always 


be kept in mind. 
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HALLOWELL, JOHN H. The Decline of Liberalism as an Ideology, 
with Particular Reference to German Politico-Legal Thought. [Uni- 
versity of California Publications in Political Science, vol. 1, no. 1.] 
Berkeley and Los Angeles: University of California Press. 1943. 
xi+145 pp. $1.50. 

The author’s intention in this challenging volume is to interpret a 
specific situation in the history of liberal ideas, in order to under- 
stand the decline of the liberal spirit. For this purpose he has 
selected a very instructive focus, the legal and constitutional ideas 
that prevailed in Germany during the last third of the nineteenth and 
the first third of the twentieth century. With this situation in mind he 
is certainly right in describing the influence of positivism and _his- 
toricism as disastrous for the survival of liberal ideas. In the Ger- 
man situation these intellectual forces, particularly historicism, were 
deflected to nationalistic purposes and used to justify Bismarck’s three 
wars. Bismarck himself made no small contribution to the weakening 
of liberal ideas, by leading the libera! forces into the camp of national- 
istic conservatism or paralyzing them through his introduction of the 
universal vote, thus raising the fears of the middle classes. 

Hallowell has skilfully shown that in Germany legalistic formalism 
was one result of this decline in the vigor of liberalism. The formali- 
zation of legal and constitutional principles makes it possible to regard 
the most despotic regime as legal if it accomplishes its purposes 
within the framework of the existing constitution—and such a resort to 
formalism is a likely refuge when liberal thinkers have no determined 
values that would make it possible to limit the claims of the state. In 
an excellent analysis of various schools of German political and legal 
thinking Hallowell has made it clear that this vanishing of genuine 
liberal attitudes opens the way for nihilistic and demagogic doctrines. 

His earlier, more general chapters are not quite so successful as his 
specific discussion of German developments. It is not enough to define 
liberalism as the political postulate of individualism. The nature and 
character of liberalism can best be understood as a response to a 
specific pressure, on the basis of certain social values. Liberalism devel- 
ops when a society of educated urban middle classes revolts against 
the monopolies of power, in cooperation with those members of the 
aristocracy who have always opposed the regimes of absolutism and 


their totalitarian claims. 
ALBERT SALOMON 
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HAMBURGER, ERNEST; GOTTSCHALK, MAX; JACOB, PAUL; 
MARITAIN, JACQUES. Le droit raciste a l’assaut de la civilisation. 
[Bibliothéque de L’Institut de Droit Comparé.] New York: Editions 
de la Maison Frangaise. 1943. 137 pp. 

This little volume contains a stinging exposure and repudiation of 
Nazi persecution of the Jews. Ernest Hamburger has arraigned the 
Hitler regime for its policy of extermination. Max Gottschalk has 
summarized the various anti-Semitic laws in the Axis and occupied 
countries. Paul Jacob has described the application of these laws in 
France under Nazi orders. Jacques Maritain has written with pro- 
phetic fervor of the challenge thrown to the Christian world by the 
horrors the Jews have suffered and the thus-revealed degradation of 
the human spirit in Nazism. 

It is a documented and terrible arraignment, reiterating facts which, 
just because they are staggering beyond conception, are the harder to 
make the public contemplate. It convicts the Hitler regime of impla- 
cable murder of a whole people who had lived as citizens of every 
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country of Europe. As Paul Jacob says, this was not only an act of 
war on the part of the Nazis; it was also, in each satellite and occu- 
pied country, a test, serving to show who would go along with Nazi 
policy and Nazi terrorism; those who agreed became by that fact Nazi 
accomplices, bound to the Nazi regime by their very fear of retribu- 
tion. And it was a well-calculated entering wedge, for anti-Semitism is 
old in western civilization, and everywhere there were those who 
welcomed the opportunity to humiliate and expropriate the Jew. 

In spite of the title of their book the authors limit themselves 
strictly to Nazi anti-Semitism. They do not even present this holocaust 
as an example, albeit the most staggering one, of an almost worldwide 
modern racist obsession whose victims are sometimes Negroes, some- 
times Orientals, sometimes half-castes. Jacques Maritain explicitly 
argues that “Nazi racism is essentially different” from all other forms, 
and is a morbid and paranoid creation of the German inferiority 
complex. Outraged at Christian ethics and at the Christ whose king- 
dom was not of this world, Hitler and his cohorts vented their hate 
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upon the race from which Christ was born. “II est essentiellement une 
Christophobie.” Though Ernest Hamburger traces its origins rather to 
Pan-Germanism, he argues similarly that the implacable persecution is 
explained by the fury Germans felt at the Jew’s traditional love of 
liberty and service to the cause of civilization. Both writers find in 
Germany the essential sources of this horrible racism. 

Nazi anti-Semitism has certainly drawn upon these neurotic German 
hatreds, but our approach to the whole problem of racism will depend 
upon whether we agree with the thesis expressed in this volume that 
Nazi persecution of the Jews is a separate and incomparable species of 
racism rooted in Pan-Germanism and the German soul, or whether we 
understand racism, no matter against whom it is directed, as one of 
the most sinister developments of the last hundred years in almost 
every corner of the globe. If we see it not just as something Hitler 
forged to his purposes out of Pan-Germanism, but as the fatal para- 
noia of modern nations, we shall look with chastened spirit upon the 
horrible Nazi excesses. They become then a terrible lighthouse, warn- 
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ing us of rocks ahead; and in the very measure that we hate the 
Hitler regime we should resolve to clear our own souls of prejudice. 

The poison is not merely in Germany. What we can learn from the 
Hitler regime we can also learn from what happens when any state 
sanctions, in reference to a minority or subject people, the acts classi- 
fied by Max Gottschalk as the universal Nazi procedures in Europe: 
forbidding to them their religious and cultural practices, denying 
political and social status, and interfering with their means of eco- 
nomic livelihood. Even this state sanction of racism was not invented 
by Hitler—though, because he has carried it to its logical extremes, he 
has proved to the world the incredible horror it contains. We shall 
read the record most wisely if we derive from it the lesson Jacques 
Maritain has vividly stated in another connection: that always, unless 
we are willing to eradicate it, “moderate Machiavellism is surely fated 
to be swallowed up in absolute Machiavellism.” 

RuTH BENEDICT 

Columbia University 
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